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FINANCI 


Start 
the week 
with... 



The Big Apple 

Giuliani a shoo-in for 


second bite as mayor 


/'•/odd Business Newspaper http://www.FT.( 


WORLD NEWS 


Moscow and 
Tokyo hail 
outcome of 
Siberia summit 


Russia and Japan wvIpA a 
ground-bre aking summit in. 
Siberia with a pledge to si gn a 
peace treaty by 2000 - an accord 
which could end a century of war 
and mistrust between the two. 
Russian president Boris Yeltsin 
hailed the move as a break- 
through and officials on both 
sides described the summit as 
historic. Page 3 


German pensions complaints 

The German government yester- 
day faced a backlash from indus- 
try and its own political support- 
ers after raising employees’ and 
employers’ state pension contri- 
butions to a record high. Page 3 


Irish president-elect's hopes 

Belfast-born law professor Mary 
McAleese, who won last week’s 
election to succeed Mary Robin- 
son as Irish head of state, mid 
she hoped Ulster Unionist leaders 
would attend her inauguration. N 
Ireland politics. Page 8 


Afghan drags p u rge 

Afghanistan's Taliban rulers said 
they sent armed men to destroy 
heroin laboratories hidden along 
the border with Pakistan. The 
UN Drug Control Program esti- 
mates 96 per cent of Af ghan 
opium is grown in Taliban zones. 


Vaclav Havel m 

Vaclav Havel was readmitted to 
hospital suffering freon pneumo- 
nia. The 61-year-old Czech presi- 
dent, who underwent surgery for 
lung cancer last year, had left 
hospital on Thursday. Page 3 


Ae ge a n leaden mast 

Greek prime minis ter Costas Sim- 
itis and his Tur kish counterpart 
Mesut Yilmaz are to meet in 
Crete today amid continued ten- 
sion between the Aegean neigh- 
bours. Page 3; Observer, Page 17 


Rig woffccre evacuated 

US company Unocal Thailand 
tods almost 700 workers to safety 
from gas drilling rigs in the Gulf 
of Thailand as a tropical stonn 
approached. ' 


C am pe l g n a n contort verdict 

Supporters of Louise Woodward 
gathered outside the US embassy 
in London protesting against the 
alleged unfairness of the English 
teenager's US murder conviction. 
Tomorrow judge HSQer Zobel will 
consider deforce motions to 
throw out the verdict, reduce the 
charge or order a new trial. • - 


Rocket launch aborted 

Brazil’s first space rocket had to 
be destroyed soon after launch 
because one of its motors failed. 


eseco- 


But for builnw 

European Union i 
tives have voted I 
Europe’s best city for business 
for the eighth year running, 
according to the European Cities 
Monitor 1997. Paris came second 
and Frankfurt third. Page 8 


hnm l gre wt o reach Italy 

A ship carrying about 800 mostly 
Kurdish illegal immigrants was 
escorted into port in southern 
Italy. Police said it was one of the 
biggest such groups to arrive in 
Italy on a single ship. 


Grenade attack on tourists 

Three tourists from Britain, Aus- 
tralia and South Africa were 
wounded in a grenade attack on 
a camp site in Uganda. 

Btarimw's me me ntoes 

An auction of actress Marlene 
Dietrich’s personal items fetched 
$659,023, twice the amount expec- 
ted, at Sotheby’s Los Angeles. 

Kenyan and Sarin win NY race 

Kenya's John Kagwe won the 
New York marathon despite run- 
ning the last few miles with a 
loose shoe lace. Switzerland’s 
Franziska Rochat-Moser won the 
women's race. 


BUSINESS NEWS 


Elf Aquitaine 
faces up to a 
flood of foreign 
shareholders 


Elf Aquitaine, France's largest 
industrial company, now has 
about 50 per cent of its share cap- 
ital in foreign hands, in a stri- ' 
king illustration of French capi- 
talism's changing structure. But 
the prospect of majority foreign 
ownership of such a national fig- 
urehead may create controversy 
in a country where An glo Saxon- 
style management is still viewed 
with suspicion. Page 19 


The European Bank for 

Reconstruction and Development 
says in a new report that eastern 
Europe and the former Soviet 
Union are set to experience their 
first year of pan-regional eco- 
nomic growth since the collapse 

Of en mmnnigm Pap* % 

Barclays will consider selling 
parts of the equities and corpo- 
rate advisory businesses of BZW 
if Swiss-American investment 
bank CSFB fails to make a satis- 
factory bid for the whole by the 
end of today, London time. Page 
19 


consumers face higher 
charges for electrical products 
under waste management wnd 
recycling proposals being consid- 
ered by the European Commis- 
sion. Page 18 


exchange rate policy 
wince the turmoil in global finan- 
cial markets faces a crucial test 
on Wednesday, when SSo Paulo 
state trie s to pri vatise electricity 
company CPFL. Page 19; Brazil- 
ian volatility, Page 25 


The UK's Takeover Panel has 

asked the European Commission 
to drop its proposal far a law 
regulating takeovers in the Euro- 
pean Union, after advice that it 
breaches EU law. Page 8 

Hated, South Korean 
confectionery producer, has . . 
joined the growing list of the 
nation’s cangkunerates filing for 
bankruptcy protection amid wor- 
ries that large retail group New 
Core may soon fcflkiw. Page 19 


Tobacpd.maxruiacturers have 
accused the UK government of 
attempting to bypass parliament 
by agreeing to an European 
Union. directive tanning almost 
all forms of tobacco advertising 
and promotion. Page 8 


Amvacap, the ?191bn 
independent ftrod management 
group which is based in Atlanta 
but domiciled and listed in the 
UK, is campaigning for a full list- 
ing in New York as well as Lon- 
don in order to increase liquidity 
in its shares. Page 19 


US ratal] bmston, far from 
b e i n g deterred by last week’s 
share price fluctuations, are 
enthusiastic about the market’s 
prospects said a survey by Invest- 
mentNews. Page 6 


Hong Kong is to review its 
techniques m datemBng its cur- 
rency to minimise the impact on 
its economy, said fimnv^ii secre- 
tary Donald Tsang. Page 5 


may come to a halt 
tomorrow for the annual A$L2m 
(US$1 Melbourne Cup, but 
its racehorse breeders are run- 
ning on strongly, with prices for 
thoroughbreds rocketing and the 
promise of lucrative new markets 
opening. Page 6 

HEPC, the UK property 
company, is expected to 
announce it is selling most of its 
small properties portfolio to GE 
Capital for about £300m - just 
weeks after announcing the sale 
of its Australian and US busi- 
nesses. Page 20 


Chhnera Hartley, UK preserves 
group, has won its first order . 
from Japanese retailer Jusco for 
a range of specially developed 
private label jams. Page 8 ' 
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central rate against the Dutch gufldar, the grid's weakest currency. 
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Truckers’ strike action threatens to undermine business confidence 


Roadblocks set up in France 


By Robert Graham hi Paris 


French truck drivers began 
setting up roadblocks across the 
country yesterday, plunging 
Lionel Jospin’s Socialist-led gov- 
ernment Into its first serious 
industrial relations challenge. 

The blockades began from 
early mo rning. By ni ghtfall they 
were operating in key areas near 
Bordeaux and Lyon under tbe 
control of militant truck 6TS. 

The Jospin gove rnm ent showed 
no inclination to establish “safe 
corridors” for haulage transit, as 
requested by France's main trad- 
ing partners. 

The blockades began after a 


confused weekend of negotiations 
which saw the largest employers’ 
group walk out of talks on Satur- 
day but a smaller grouping sign 
an outline deal with four i mimic 
early yesterday. 

Truck movement today across 
French frontiers, as well as 
through ports including nainia, is 
expected to be blocked, maroon- 
ing many international freight 
carriers. 

The truckers’ action threatens 
to be more disruptive than tbe 
two-week nationwide blockage a 
year ago. and risks undermining 
busines s confidence at a crucial 
moment of France's economic 
recovery. Employers, rattled by 


the government's promise to 
introduce a 35-hour week, will 
watch to see if Mr Jospin sides 
with the unions. 

A member of the CFDT. the 
main truckers' union, said: “We 
have learned the lessons of 1996 
and we know exactly where the 
sensitive points are." 

Stefan Levesque, spokesman 
for the FNTR, which represents 
the larger hauliers, said the 
unions had been preparing the 
blockade for weeks. “The leaders 
have either no wish to hold tbe 
militants back — or things have 
gone too far to stop them,” be 
said. 

Truck owners and drivers were 


divided among themselves, creat- 
ing confusion in a fast-moving 
situation. The FNTR, which 
accounts for almost half the haul- 
age companies in France, walked 
out of the negotiations on Satur- 
day in no mood to compromise. 
“AH along we have felt the 
unions have wanted a show- 
down,” said Mr Levesque. 

Unostra, which represents the 
wmatt trucking com pan ies, broke 
ranks and signed an outline deal 
negotiated with four truckers' 
unions early yesterday with gov- 
ernment intervention. 

This envisaged an immediate 


Continued on Page IS 


Saudis struggle 
to pay for $7.5bn 
airliner order, 
claim bankers 


By Robert Coczro and 
Micliael Skapinker In London 


Saudi Arabia Is struggling to pay 
far a politically sensitive $7.5bn 
aircraft order from the US, 
according to bankers in Riyadh. 

The order for 61 Boeing and 
MoTVmnBTt Douglas aircraft was 
made two years ago after pres- 
sure -from Washington, which 
saw the purchase as Saudi repay- 
ment for US military action dur- 
ing the Gulf war. 

BUI Clinton, the president, tele- 
phoned King Fahd at the time, 
urging him to favour the US com- 
panies over European rivals. Air- 
bite’ Industrie. 

Deliveries were due to begin 



King Fahd: urged by Bill Clinton 
to give order to US companies 


this year, but Boeing said no air- 
craft had yet been banded over to 
Saudia, tbe Saudi airline. 

Boeing, which took over 
McDonnell Douglas earlier this 
year, refused to comment on 
whether the Saudis were having 
difficulty paying for the aircraft. 
“If there were difficulties, they 
would be kept between us and 
the airline customer,” the com- 
pany said. 

But one Riyadh-based banker 
said: "They are struggling to put 
together a financing package.” 

Bankers said several schemes 
had been put forward to solve the 
problem. One involved the Public 
Investment Fund, which received 
dividends from the government's 
shareholding in Sable, Saudi’s 
petrochemical group. Under the 


proposal, funds would be chan- 
nelled to Saudia to enable it to 
buy the aircraft Tbe government 
could then privatise the airline to 
“recapture” its capital, said one 
banker. 

Other bankers described such a 
scheme as “off the wall” because 
it would take at least “three to 
five years to whip the airline into 
shape” for privatisation. 

Western diplomats said morale 
at the airline was low. Its 
finanMs bad been strained in 
part because many of Saudi 
Arabia's 5,000 princes insisted on 
travelling free of charge. 

“The Ministry of Finance will 
have to help, and pretty soon, 
because they have their backs 
against the wall,” said one 
banker. 

Another plan would be for the 
government to repay debts owed 
to Saudi commercial banks, 
which could lend the funds to the 
airline. 

The lack of a decision is evi- 
dence of “just how tight the gov- 
ernment’s finances are", accord- 
ing to a Riyadh-based diplomat 
He said that relatively high oil 
prices had probably left the Sau- 
dis “a couple of billion dollars 
ahead” of earlier budget esti- 
mates. Nonetheless, he added 
that the Saudis were still finding 
it difficult to come up with the 
money on time. 

The order is for 23 Boeing 777- 
2COs and five 747-400S. The Saudis 
also ordered four McDonnell 
Douglas MD-ll freighters and 29 
MD-90S. The future of the McDon- 
nell Douglas models is in doubt 
following the Boeing takeover, 
with Boeing expected to 
announce today whether it 
intends to continue manufactur- 
ing tbe two aircraft. 

In tbe short term, a delay in 
deliveries to Saudia would not 
hurt Boeing as it struggles to 
keep up with airline demand. The 
company last month suspended 
production of its 747 and 737 
models for a month and 
announced a Sl.Gbn write-down 
to take account of its production 
difficulties. 

But given the size of the order, 
long-term Saudi difficulties in 
paying for the aircraft would be a 
significant blow to Boeing. 



An Indonesian policeman stands guard in Jakarta yesterday outside 
Bank Harapan Santosa, one of 16 ailing banks closed by the govern- 
ment over the weekend. The closures were the first step in a reform 
programme backed by the International Monetary Fund and other 
lenders in return for more than S37bn in assistance as a defence 
against currency attacks. Page 18 ptcM® feum 


Washington 
considers 
the military 
options 
over Iraq 


By Gerard Baker In Washington 


Pressure mounted in the US 
yesterday for military action 
against Iraq in response to 
Baghdad's decision to expel 
American representatives from a 
UN team of weapons inspectors. 

France and Russia cautioned 
the Clinton administration 
against military strikes, and the 
Cairo-based Arab League said Its 
member states were also opposed 
to a military solution. 

But the White House accused 
the Iraqi government of “blatant 
disregard” for the United 
Nations in interfering with the 
e x pert s overseeing the elimina- 
tion of Iraq's weapons of mass 
destruction. Barry Toiv, deputy 
White House press secretary, 
said the UN Security Council was 
weighing its options in response 
to the action. 

In a rare display of political 
unity, the entire congressional 
leadership said it would back 
any military action by the US to 
force Iraq to abandon its opposi- 
tion to the US inspectors. 

“We should take whatever 
steps are necessary to enforce 
the rules," said Newt Gingrich, 
Republican Speaker of tbe House 
of Representatives. Asked if that 
included military action, he 
replied: “Absolutely.” 

Trent Lott, the Senate majority 
loader, condemned the latest 
moves by Iraq's president, Sad- 
dam Hussein. “I suspect that 
something will have to be done 
relatively soon," he said. 

The Democratic leaders in the 
Senate and the House also 
agreed action might be neces- 
sary. 

Bill Richardson, US ambassa- 
dor to the UN, stressed that 
while all options were being con- 
sidered, the dispute was princi- 
pally about the authority of the 
United Nations. “This is not a 
fight between the United States 
and Iraq," he said. “This is Iraq 
confronting the United Nations 
and Security Council violations.” 

In Baghdad, officials stood by 
their pronoun cement that US 
inspectors would not be allowed 
to participate in the weapons 
examination set to resume today. 
Last week Iraq ordered 10 Amer- 
ican members to leave the coun- 
try by Wednesday. “On Monday 
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European Bank for Reconstruction and Development says fillip provided by improving perfo rmance in Russia 

East Europe economies set to turn corner 


IT 



* 



By Kevin Done, 

East Europe Correspondent 

East Europe and the former Soviet 
Union are set to experience their first 
year of pan-regional economic growth 
since the collapse of communism. 

After seven years of continuous 
decline in gross domestic product, 
growth this year is forecast to reach 1.7 
per cent, with economic contraction 
finally ending in Russia. The rate of 
growth is forecast to accelerate to 3.5 
per cent in 199$. 

The growth performance is uneven 
but 11 of 26 economies across the 
region are now growing at rates of 4 
per cent or more. 

The turnaround is largely due to the 
improving performance of Russia, 
which “is likely to register in 1997 its 
first year of mildly positive growth," 


according to fee 1997 Transition Report 
published today by the European Bank 
for Reconstruction and Development 

Growth in east Europe (excluding fee 
former Soviet Union) has slowed for 
the third year in a row. however, with 
Albania, Romania and Bulgaria exper- 
iencing setbacks. 

The EBRD forecasts higher growth in 
east Europe in 1998 at 4 per cent on a 
weighted average compared with 3.1 
per cent this year, and says that there 
are good prospects for positive growth 
in the former Soviet Union as a whole 
next year, with a more solid recovery 
in Russia. 

It forecasts GDP growth in Russia of 
3 per cent next year compared with 1 
per cent In 1997. 

Inflation has continued to fall in 
most countries in the region, with 
countries having reduced the rate of 


inflation to below io per cent a year 
and 18 to less than 20 per cent 

But the macroeconomic position 
remains fragile in many countries, 
with budget deficits growing in many 
parts of the former Soviet Union,, and 
current account deficits rising across 
the region. 

External accounts have deteriorated 

sharply during the past two years, with 
growth in many of the advanced coun- 
tries of east Europe currently being 
driven by domestic demand and espe- 
cially by private consumption. 

Almost half of all fee transition econ- 
omies have current account deficits 
exceeding 7 per cent of GDP. financed 
by growth in inflows of foreign private 
capital. 

Net private capital flows into fee 
region have surged in the past two 
years and could exceed $55bn this year. 


reflecting growing confidence. 

The EBRD warns, however, of fee 
dangers of injudicious lending to fee 
region, which still suffers from fragile 
markets and poor information. Lend ing 
margins to fee region have been 
squeezed, but according to the bank 
recent low yields on transition econ- 
omy debt are partly explained by 
excess liquidity in the international 
capital markets rather than just by fall- 
ing perceptions of risk. 

“In some cases the yields may look 
unrealistically low in relation to the 
risks involved," says the report 
The inflows “can bring their own 
problems. There is a danger of over- 
heating. of excessive real exchange rate 
appreciation and of volatility”, says fee 
report A Czech currency crisis this 
year indicated fee risks. 

Foreign direct investment has contin- 


ued to flow into fee region at a rapid 
pace, with Poland becoming the main 
recipient last year, replacing Hungary, 
which had led the field since 1969. 

The pace of investment has acceler- 
ated again this yrar, wife Poland and 
pnggin each set to attract a quarter of 
the estimated total foreign direct 
investment of $18bn for the region. 
Next year, regional foreign direct 
investment is forecast to rise to more 
than 820 bn. 

However, international competitive- 
ness in manufacturing declined in sev- 
eral countries in 1996 and 1997, driven 
by a combination of real' wage 
increases outstripping gains in produc- 
tivity and continuing appreciation in 
real exchange rates. 

According to the EBRD study, the 
average increase in unit labour costs in 
D-Mark terms in fee advanced coun- 


tries of east Europe last year was 9 per 
cent compared with a l per cent fall In 
Germany. 

In hard currency terms wages 
remain low compared with west 
Europe, however, and the report claims 
that there is little evidence that so far 
fee increase In labour costs has dam- 
aged exports in general. 

It can have an impact an the confi- 
dence of international investors, how- 
ever. The rapid rise in real wages 
against a background of stagnating 
industrial productivity played a signifi- 
cant rale in the Czech currency crisis 
earlier this year, says fee EBRD. 

The 1997 Transition Report. Available 
from EBRD Publications Desk* l 
Exchange Square, london, EC2A 2EH, 
UK. Tel: 44-1 71-338-9090. Fax: 
44-171-338-6102. Website : http:jl 
www.ebrd.com 
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Transition still painful 
for those in new markets 


Many people’s living standards have risen but corruption and 
poverty need to be tackled, particularly in former Soviet Union 


C orruption is more 
pervasive in fee for- 
mer communist econ- 
omies of east Europe, in par- 
ticular the former Soviet 
Union, than in any other 
region of fee world, accord- 
ing to the EBRD’s Transi- 
tion Report 

Poverty has also risen 
“dramatically'* during the 
difficult transformation of 
command economies to a 
market system, despite fee 
fact that living standards 
have improved for many 
people. 

Income inequality has 
“increased substantially 
throughout the region”, 
while poverty rates have 
climbed steeply in the for- 
mer Soviet Union as a result 
of Ailing Incomes, disloca- 
tion of employment and 
reduced or badly directed 
social transfers, says the 
study. 

Income inequality in Rus- 
sia as well as in some other 
countries of the Common- 
wealth of Independent 


States (the former Soviet 
Union minus fee Baltic 
states) and in Bulgaria had 
“shot up dramatically from 
moderate levels to levels 
typical of the more unequal 
developing countries such as 
Thailand Mexico**. 

Along with rising poverty 
have come increases in 
many of the transition conn- 
tries “in health problems 
and social wmlarfigs, incJnd- 


vices. In Russia average life 
expectancy for men in 1995 
at 58.3 years was three 
years below India and a 
M stunning" six years lower 
than at the start of transi- 
tion. 

The EBRD says that fee 
problem of corruption mer- 
its special attention. 

Entrepreneurs operating 
in the CIS countries face 
both high levels of corrup- 


‘Life expectancy, most notably in 
Russia, has dropped sharply’ 


tng dramatic increases in 
deaths from heart disease, 
higher suicide rates, and the 
spread of infections dis- 
eases”. 

Life expectancy in a num- 
ber of countries, most nota- 
bly in Russia, has dropped 
sharply, apparently due in 
part to higher stress and 
deterioration in fee provi- 
sion of public health ser- 


tion and unpredictable gov- 
ernment policies. 

In a recent global survey 
of more than 3,600 entrepre- 
neurs in 69 countries, local 
businessmen were asked 
whether it was common in 
their line of business to 
have to make some “irregu- 
lar additio nal payments in 
order to get things done”. 

Within 10 countries in the 


former Soviet Union 65 per 
cent of respondents said this 
was frequently, mostly or 
always true. 

The regional average for 
the CIS was 15 percentage 
points higher than in fee 
next highest region, sub-Sa- 
haran Africa and 24 per cent 
higher than in Latin Amer- 
ica. 

Corruption has also 
become highly predictable 
in the CIS both in terms of 
payment levels and the 
delivery of agreed services, 
which is in stark contrast, 
says fee EBRD report, wife 
fee lack of predictability 
and credibility in govern- 
ment policies in fee 
a region. 

Entrepreneurs in the 
region have to deal much 
more frequently wife unex- 
pected changes in rules, 
laws and policies which 
materially affect their busi- 
nesses than in any other 
region of the world. 

When en trep rene ur s were 
asked to rank the most sig- 


On track for growth 

GDP growth forecasts [%) 

‘ -4 -2 0 

■fa 


Inflation forecasts (96 change In CPI) 



nificant obstacles to doing 
business in their countries, 
the CIS was the only region 
in which policy instability 
and corruption ranked 
together in the top three, 
says the report 

“Managers in the CIS 
appear to rely upon corrup- 
tion ^ transactions, which 
they regard as highly pre- 
dictable and credible - as a 
means of hedging against 
the risks associated wife fee 
instability of government 
policy, much as they did 
under central planning.” 
according to fee study. 

The EBRD says feat if 
economies in the region are 
to launch themselves an a 
path of rapid, sustained 
growth, they must ptihanw* 


fee effectiveness of institu- 
tions that support the mar- 
ket “in particular by reduc- 
ing the legacy of 
bureaucratic interference 
and corr up tion that under- 
mines investment and com- 
petition.” 

A new phase of transition 
is beginning according to 
the bank. 

Countries in fee region 
had established many of the 
basic elements of a market 
economy bat “there are seri- 
ous risks ahead". . 

There are great disparities 
in the transition to a market 
economy across the region 
according to the report Bul- 
garia, Romania, Azerbaijan 
and Georgia have made 
i m pre ss ive advances in - the 


past year, but there has 
been' “back-tracking on 
reform" in Belarus, Slovakia 
and Uzbekistan, while 
reforms in Ukraine had been 
at a standstill. 

With growth returning to 
the region fee central chal- 
lenge of transition for all of 
fee former communist coun- 
tries Is to build “fee gover- 
nance and institutions 
which will underpin a weU- 
functioning market econ- 
omy. . . good governance 
and institutions will deliver 
effective and competitive 
markets, which in turn will 
deliver restructuring and 
sustained growth," says the 
report 

Kevin Done 
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Far-sighted encounter with the euro: 
our know-how lifts the veil. 


■ The euro is on its way. On January in a global context To unmask oppor- 
1,1999, exchange rates of the EU mem- tunrties, and generate tailor-made con- 
bers will be fixed. And the European cepts. ■ Here too, DG BANK operates 
Central Bank in Frankfurt takes on stew- by a principle that makes every cus- 
ardship of the new common currency. tomer a partner in a singular way. We 


Germany’s prominence 


as a financial center is 


thus destined to further 


THE WIR PRINZIP 


call it the WIR PRINZIP, 


to which DG BANK and 


its staff are whole- 


increase. ■ From its heartedly committed. 

Frankfurt headquarters, is rooted in the classic 

DG BANK is ideally positioned to help tradition of the cooperative system link- 

business gain a clearsighted view of the ing equal business partners. And it has 

complex Euromarket And with a pres- a great future. Because it exemplifies 

ence in the world’s major regions of eco- the central idea of partnership: mutual 

nomic activity, it offers local expertise cooperation leads to mutual success. 

Head Office: DG BANK. 0 D-B0Z85 Frankfurt am Main, Germany. Offices In: Amsterdam. Atlanta, Bombay, Budapest. 
Cayman Islands. Hong Kong. Johannesburg, London, Luxembourg, Milan, Moscow, New Yorfc. Paris, Rio de Janeiro 
Shanghai. Tokyo, Warsaw, Zurich. Opening soon: Bangkok, Jakarta, Madrid. Mexico City. Peking, Prague. Seoul. TalpaL 
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NEWS: EUROPE 


By Chryefia Freeland 
« Moscow 

-The leaders of Russia and 
Japan vowed to sign a p^ a c e 
treaty by 2000, following a 

ground-breaking s ummi t 

meeting in Siberia which 
could end a century of war 
and mistrust between the 
two Asian giants. 

“This is a major break- 
through in relations between 
Russia and Japan.” Boris 
Yeltsin, the Russian presi- 


and Japan in peace pledge 


dent, -said after two days of 
talks with Ryutaro Hashi- 
aoto, the Japanese prime 
minister, war* the Siberian 
city of Krasnoyarsk. 

“The president and I have 
agreed to- make maxLnraio 
efforts to candiide a peace..; 
treaty by the year 2000," Mr 
HasMmoto said at a summit 
officials oh both sides 
described as historic. 

A territorial dilute over . 
islands known as . the 
Southern Kuriles ini Russia 


and thefforthem Territories 
in Japan has prevented the 
two coootries tram formally 
ending their second world 

warhostOitles. 

The /conflict over the 
jstaufo; : which were seized 
by. Sestet troops in the final 
days of the war, has cast a 
broaderpall over RussoJap- 
anese 'Co-operation in every* 
tbing-raoging from business 
to pofitics- 

AWhough the. two leaders 
ottered , ho details on how 


they proposed to settle the 
vend issue of sovereignty 
over the islands, their pledge 
to reach a deal on the terri- 
torial issue signalled an 
improved relationship in a 
number of other spheres. 

Mr .Hashimoto, who con-, 
chided the weekend by hug- 
ging and n«ring Mr Yeltsin, 
said his administration 
would support Russia's 
entry into the Asia .Pacific 
Economic Cooperation 
forum CApec). 


The two leaders also 
pledged increased co-opera- 
tion on a wide range of 
trade, energy, transport and 
military issues, including 
visits between chiefs of gen- 
eral staff and possible joint 
army exercises for humani- 
tarian missions. 

Mr Yeltsin said the sum- 
mit gf gnalleri Russia’s effort 
to develop closer ties with 
its Asian neighbours. 

Japanese officials said that 
a treaty with Russia would 


profoundly affect the bal- 
ance of power in Asia. 

But diplomatic footwork 
will be required over the 
next two years. 

Boris Nemtsov, first dap- 
nty prime minister the 
cabinet member in cfaen ^e of 
relations with Japan, 
strongly played down the 
possibility of a Russian sur- 
render of the disputed 
islands. which are a rallying 
point for nationalist feeling 
in both Russia »nH Japan. 


Germany’s 
pension policy 
faces backlash 


Greek and 
to discuss . 


By Kerin Hope 

*n Agia Pelagia, Crete . . 

Costas Sirnttfs and Mesut Yflmaz, 
the Greek and Turkish, prime min- 
isters. are to meet for the first ttmp 
today in Crete on the margins of a 
Balkan summit atmed at promo- 
ting good relations in the region. 

Tensions in the Aegean have 
increased in recent weeks, marked 
by mock-dogfights between Greek 
and Turkish military aircraft '«wi a 
near-collision between Greek and 
Turkish warships. - 

According to a senior Cheek offi- 
cial, “no spectacular break- 
through" Is expected from the 


talks. Mr Sinritls will try to re- 
activate July’s Madrid declaration 
in which he and- President Suley- 
man Demjrel of Turkey pledged to 
seek peaceful ways of resolving 

Irfl ator? ] itiqynfty 

“Xt would be a step in the right 
direction if there was a. friendly' 
and Constructive exchange of 
views,”, the official bid. Greece 
still insists that' Turkey agree to 
international arbitration for dis- 
putes over sovereignty in the 
Aegean before it lifts a veto cm EU 
financial aid to Ankara, he a dded . 

Turkey wants open-ended talks 
on disputes over air, sea and sea- 
bed rights that have plagued rela- 


i leaders 
tensions 


dans between the two Nato aides 
since the 1970s. 

Any improvement in Greek- 
Tnrklsh relations before ED acces- 
sion talks with Cyprus next April 
would give a boost both to hopes of 
reuniting the island And to Tur- 
key's troubled relationship with 
theEU. 

Mr Sbnrtfc yesterday emphasise d 
Greek determination to promote 
regional stability and economic 
co-operation as he welcomed the 
Balkan leaders arriving an Crete, 
The uniting also brings together 
representatives from Albania, Bul- 
garia, Macedonia, Romania and 
Serbia. - 




A Greek anti-terrorist policeman stands in front of a Turkish flag at 
Herakfion airport on eve of Balkan summit in Crete <v> 


By Ralph Atkins In Bonn 

The German government 
yesterday faced a fierce 
backlash from industry and 
its own political sn p p orl ei s 
after lifting state pension 
contributions by employees 
and employers to a record 
high. 

Hans Olaf Henkel, presi- 
dent of the German industry 
association, told Welt am 
Saimtag newspaper that the 
government’s pension policy 
was a "complete disaster". 
His comments followed the 
surprise anno uncement late 
last week that pension con- 
tributions would rise from 
303 per cent of gross wages 
to 21 per cent next year. 

The force of the protest 
highlights not only fear 
about the impact on labour 
costs and jobs but wide- 
spread frustration in indus- 
try at Bonn’s failure to 
implement economic 
reforms. Guido Westerwelle, 
general secretary of the Free 
Democratic party, junior 
member of the centre-right 
Bonn coalition, said the rise 
was "catastrophic news” for 
German competitiveness. He 


called for renewed talks on 
pension reforms. 

But the government has 
run into difficulties even 
with relatively modest 
phnngpq to Germany’s pay- 
as-you-go pension scheme. 
The Bundestag, or lower 
house of parliament, agreed 
on Friday government pro- 
posals which would use 
funds raised from a one per- 
centage point increase in 
VAT to help relieve overbur- 
dened pension funds. But the 
proposal is likely to be 
blocked in the Bundesrat, 
the second chamber, which 
is controlled by the opposi- 
tion Social Democratic party. 

The SPD opposes govern- 
ment plans to curb the level 
of state pensions and has 
proposed its own pension 
reform scheme. Norbert 
Bilim, federal labour minis- 
ter. yesterday said “simple 
party political tactics” were 
at play. But the strength of 
the weekend’s criticism 
could help forge cross-party 
support for controls on low- 
paid jobs, paying less than 
DM610 ($346) a month, which 
are not liable to social insur- 
ance contributions. 


INTERNATIONAL NEWS DIGEST 

Probe takes heat 
off individuals 

The US Senate committee investigating alleged campaign 
finance in i«gt year’s elections is unlikely to 
recommend that specific charges be brought against 
individuals, its nhanmiwi will yesterday. 

"There wiD be scane referrals made to the Justice 
Department when appropriate,” said Senator Fred 
Thompson. "It wifi not be specific recommendations," he 
added. Any decision on criminal charges would be Tnaii» 
by the Justice Department, the senates- added. 

On Friday Senator Thompson called an unexpected end 
to his committee's hearings on the subject, after he foiled 
to persuade the s^natp leadership to agree to an aftendm 
of the committee’s deadline of the end of this year to 
complete its inquiry. The investigation began as a 
potentially explosive inquiry that threatened to cause 
embarrassment to Resident Bill Clinton and A1 Gore, the 
vice-president, as well as luwdfog Republicans over their 
zealous fundraising last year. But it soon descended into 
partisan, squabbling. Gerard Baker, Wash i n gt on 

’ 

■ SWISS SOLIDARITY PRIZE 

Offer of aid to prevent poverty 

In an attempt to repair its faitifaiwH international Image, 
Switzerland plans to offer an anwimi SFrlm ($680m) prize 
for organisations which help solve and prevapt poverty 
and violence around the world. 

The “Solidarity Prize" is the highlight of the Swiss ( .. | 
government’s proposed Solidarity Foundation, which will 
be financed by profits from SFr7bn of the country’s gold - 
reserves. The fund, which still has to win the backing of 
the Swiss electorate, will concentrate on four-areas to 
Switzerland and abroad: preventing the growth of poverty I 
and violence; helping children; rebuilding destroyed social 
structures; and reconciling tensions and confilcts. lt win - 
support existing rdief agency prpjecta and campaigns . 
where there is annbvious gap. 

Switzerland announced the proposed foundation in 
March after mounting criticism ofits wartime role- . 
financing Nazi Germany.- " •• WUltam Bail, Zurich 

■ CZECH PRESIDENT ' 

Havel back in hospital , . 

Vaclav Have!, the Czech president, has been, token to 
hospital after developing pneumonia. • \ 

Last week Mr Havel, 61, spent a night in hospital with a 
virus infection and then cancelled this week's planned 
visit to the UK The former dissident suffered pneumonia 
when he was imprisoned under the communist regime 
and he had a recurrence when half his lung was removed 
in an operation to remove a canes last December. __ '. . 
Yesterday doctors said he had been taken to hospti&fafter 
hls condition worsened and he became feverish,;' 

In January Mr Havel is due to be reelected for a second 
five-year term. Robert Anderson, Prague 

M BANGLADESH TENSIONS ; ; 

BNP boycotts parliament 

The main opposition Bangladesh Nationalist party , 
refused to attend the opening of the new session of . 
parliament yesterday and called for a general strike In 
Dhaka. *Hp capital, to mo rr o w. The party is protestmg • • 
against what it alleges Is government persecution of tts - 
members. ' 

Tomorrow’s day of action coincides with the opening of 
a two-day meeting in Dhaka of file Paris Chib of donors 
jwho will decide on the level of next year’s comm itme nts 
to Bangladesh. 

Donor countries, which between them last yearpledged 
just under $2bn in aid to Bangladesh, have been 
concerned about signs of increasing political tension in 
the country. The meeting precedes a two-day investors' 
conference organised to encourage foreign investment in 
Bangladesh. "- KasraNqji, Dhaka 

■ VENEZUELAN POLfTTCS . - 

Congressmen side withFermm 

Acd6n Democratic* (AD), Venezuela’s largest political 
party, lost seven congressmen late last week after they 
joined forces with rebel presidential candidate Claudio 
Femrin. who was ousted from file party last month far 
criticising the party leadership as unrepresentative. 

Because of the defections. AD Is now thought to be less., 
able to oppose 'controversial government legislation. . 

Their departure is a further blow to AD after the 
departure of Mr Ferrnlh and could shift the balance of 
power in the lower house, where a handful of key reform, 
hills await approval For the past three weeks AD has 
been filibustering an electoral reform law, which would 
help gua rante e a more transparent electoral process 
before next year's presidential election. 

According to some political analysts, Mr Fermfn could 
take with him between onequarter and one-thinlof AD'S 
voter base. Mr Fento, fanner mayor cf Caracas, is second 
in thb opliifoa polls to Irene Sflez. a former Mss tteerae ' 
who is now a mayor. Raymond Codtt, Caracas 


Global Private Banking 


Wh 


EREVER YOU GO, WHEREVER 


YOU MAY BE, YOU'LL FIND THAT 
REPUBLIC SPEAKS YOUR LANGUAGE. 



Hoaebjua r tar* of Republic 

National Bank of Nate York 
(Suisse) S~A. in Ganara. 


. Our multilingual account officers are at 
your service in some tkree-dozen financial 
centres around tke world. And tkougli tkey speak 
many different languages, all are committed 
to one fundamental principle: to protect our 
clients 7 capital as we safeguard its purckasing 


power. 


is a simple principle upon w. 


kick 


we Jbase our Jbran< 


of financial conservatism: private kanking kuilt upon 

m 

rigor, discipline and prudence. This sopkisticated 
conservatism, vigorously pursued, kas created 
a glokal private tank of exceptional stability, 
capable of weathering the rougkest storms. 

To our way of thinking, it is security as well 
as return that we must ensure each day. And in 
the process, to provide a unique quality of service, 

i 

understanding and discretion. aJl 





Headquarters of Republic 
National Bank of Note York 
(Luxembourg) S.A . m Luxembourg. 


f|§ Republic National Bank of New York" 

Strength. Security. Service. 

Luxembourg - 32, Boulevard Royal - TcL: (+352) 47 07 11 - Fax: (+352) 47 93 31 226 
Geneva - 2, Pla«- Ju Lae - TeL : (+41 22) 705 55 55 - Fax : (+41 22) 311 99 60 
Zurich - 5, Para deplatz - TcL: (+41 1) 215 55 55 - Fax: (+41 1) 215 55 56 
Monte Carlo - 1 7, Avenue d’Ortende - Tel. (+377) 93 1 5 25 25 - Fox (+377) 93 25 82 1 5 

A Salta kanle • New York “ Geneva • London " Beijing * Beirut “ Beverly Hills * Buenos Aires • Cayman 1*1 ends • Copenhagen “ Encino * Gibraltar 
Guernsey “ Honff Kong * Jakarta ■ Los Angeles * Lugano * Luxembourg * Manila ■ Mexico City a Miami * Milan * Monte Carlo ■ Montevideo 
Montreal * Moscow * Nassau • Paris • Pun La del E arte ■ Rio dc Janeiro * Santiago * Sao Paulo * Singapore * Sydney * Taipei ■ Tokyo * Toronto * Zurich 
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NEWS: INDONESIA REFORMS 


wcms iiNuutNcoifA ■ncrvriiviw ■ ^ 

■m jw i i a • 'i Widioio credited for persuadme 

Move on banks gets a mixed reception Suharto to agree to IMF terms 

-- . - , . .... a. j... a. r .... ... J 3 n.J I— 11,. IMP TtiHiMI- M" _ . . A ' ■' * - ■ ^ 


T he Indonesian govern- 
ment's closure of 16 
private banks at the 
weekend was criticised in 
some quarters as a token 
gesture, but was praised in 
others as a decision of unex- 
pected firmness. 

Economists pointed out 
that the banks were rela- 
tively small and might not 
have survived the financial 
crisis that has swept across 
Indonesia since last summer. 

At the same time the gov- 
ernment has confounded 
sceptics by putting together 
a reform programme which 
appears to curtail market 
distortions that had been 
maintained Largely for rea- 
sons connected with political 
patronage. 

Ministers announced last 
Friday that the government 


would phase out support for 
a national car. assembled by 
a company controlled by the 
son of President Suharto. 

A network of trading 
monopolies that funded dose 
associates of the president 
and his family is to he 
deregulated. 

Import tariffs that pro- 


for fear of appearing to cave 
in to foreign pressure. 

Some financial analysts 
said that investors would 
have welcomed a clearer 
sign from the government 
that it intended to police the 
financial sector more rigor- 
ously. 

Mr Suharto has faced 


Reform programme appears to 
curtail market distortions 


tected powerful industries 
are being cut 
But the vague wording of 
the reform package left some 
wandering whether the gov- 
ernment hail exaggerated its 

scale to please foreign 
donors, or played down the 
painful steps it was taking 


numerous riots during his 
30-year tenure of office, and 
some of the worst were 
caused by students who 
accused him of selling out to 
foreign Investors. 

Indonesia has anno un ce d 
a nnu al deregulation pack- 
ages in recent years, but 


many steps were under- 
mined by exemptions and 
contradictory legislation. 

But never before in his 
rule has Mr Suharto faced 
such a downturn both in eco- 
nomic terms and in terms of 
public confidence. While 
economists talk of a slow- 
down in growth, many Indo- 
nesians talk of collapse and 
recession. 

Indonesia was swept along 
in the rout on the south-east 
Asian markets last summer, 
but opted to float the rupiah 
in August rather than waste 
its $20bn of currency 
reserves on defending it To 
curb a run on the currency, 
it raised interest rates ami 
transferred state pension 
funds from commercial 
banks to the central hank 

This caused such hardship 


for commercial banks and 
affiliated enterprises, how- 
ever, that the government 
felt forced to announce 
reforms in early September, 
with many of the pledges 
repeated under the agree- 
ment with the IMF- 

It delayed Sl3bn in infra- 
stmetura projects to cut bud- 
get expenditure and curb the 
widening current account 
deficit. 

But the moves failed to 
persuade investors, who had 
been scared off by a continu- 
ing slump in south-east Asia 
and by report s that Indones- 
ia’s banks and enterprises 
were much deeper in debt 
than had earlier been 
reported. 

On October 8 Mr Suharto 
gave in to a lobby of reform- 
ist ministers and advisers 


and wiW in the IMF. Indon- 
esia indicated it did not need 
much funding but was 
loo king for a stamp of 
approval. 

However, the IMF, u n d er 
fire In Washington for hail- 
ing out reckless govern- 
ments and investors, 
required more than the gov- 
ernment had thus far been 
prepared to give - bank liq- 
uidations, improved monitor- 
ing of commercial banks, 
and an end to trade monopo- 
lies and tax benefits for well- 
connected enterprises. 

Negotiators presumed that 
the political pain this 
required could only be soft- 
ened by a large aid package 
of the Mnri that took shape 
last Friday and Saturday. 


Magic arts of 

Jakarta’s 

‘witch-doctor’ 


Sander Thoenes 
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SGS Societe Generate 

de Surveillance Holding S.A. 

Geneva 


Public offer ro repurchase SGS bearer shares of par value CHF 100 each and registered 
shares of par value CHF 20 each, in order co reduce die Company's share capital by a maxi- 
mum of 10%, equivalent co a reduction of a nominal value of CHF 17,209,500. This offer 
is made pursuant to the announcement on October 1 6, 1997 of the Company's intention 
co repurchase (buy back) and cancel up to 1 5% of its share capital over a two year period. 


Repurchase offer 


Pursuant to che derision of the Board of Directors, taken on Octo- 
ber 30, 1997 and announced on October 31, 1997, SGS Sod&£ 
General e de Surveillance Holding SA (“Company") offers to its 
shareholders to repurchase their bearer shares and registered shares 
up co a maximum par value of CHF 17,209,500 for subsequent can- 
cellation. The Board of Directors intends, at a subsequent sharehold- 
ers meeting, to propose that die share capital of the Company be 
reduced by the nominal value of the bearer and registered shares 
which have been repurchased from the Company's shareholders pur- 
suant co this offer, and any such future offers. 


Repurchase price 
per bearer share 


CHF 3,000 
CHF 1»015 

CHF 1.985 


gross repurchase price 

less Swiss withholding tax (35% of CHF 2,900) 
net repurchase price 


Repurchase price 
per registered share 


CHF 600 
CHF 203 
CHF 397 


gross repurchase price 

less Swiss withholding tax (35% of CHF 580) 
net repurchase price 


Offer period 


Notification 


Bank in charge 
of the settlement 


From November 3 to November 10, 1997, 12 a.m., Swiss rime 
(receipt). 

Shareholders should contact their respective banks or one of the offi- 
ces in Switzerland of Union Bank of Switzerland to accept the offer 
of repurchase. 

Union Bank of Switzerland, 8021 Zurich. 


Allocation 


If the total amount of the nominal value of shares notified for repur- 
chase exceeds 10% of the Company's share capital (CHF 
17,209,500), repurchases by the Company shall be proportionally 
reduced on the basis of the total nominal value of the shares notified 
for repurchase. Allocations shall be carried out via die banks on 
November 11, 1997. 


Payment of 
repurchase price 
and delivery of shares 


Payment for che shares repurchased will be made against delivery of 
the shares with value dare November 13, 1997 at che net repur- 
chase prices (defined above) without deduction of any charges. 


Taxation 


The shareholder who sells his shares to the Company is subject to 
tax and is responsible for ensuring that he is appropriately advised in 
respect of his tax position. 

Swiss withholding, tax 


Swiss wttnmidmg tax 

The tax is calculated as 35% of the difference between the gross re- 
purchase prices (defined above) and che nominal value of che shares. 
The Company shall deduct che amount of the withholding tax from 
che gross repurchase prices for the account of die Swiss Federal Tax 
Authorities. 

The Swiss Federal Tax Authorities have confirmed to the Com- 
pany that shareholders are entitled to a refund of this tax pro- 
vided they already owned the shares on October 30, 1997 and 
that they mr** the other legal requirements for a refund. 


Federal stamp duty 

The repurchase by the Company of its own shares in connection 
with a reduction in capital is not subject to stamp duty on negotia- 
tion of securities. 


Direct federal tax 

If the shares form part of the personal assets of the shareholder, che 
sale of such shares co che Company constitutes, pursuant to the prin- 
ciple of direct partial liquidation, a taxable income equal to che dif- 
ference between the nominal value of the shares and the gross repur- 
chase price. 

If die shares form pare of che commercial assets of the shareholder, 
a taxable profit will arise equal to the difference between the book 
value and the gross repurchase price of the shares (principle of book 
value). The principle of direct partial liquidation has no influence on 
his tax situation. 


Cantonal taxes 

The cantonal income tax treatment depends on the cantonal tax in 
force at the taxpayer's residence or domicile. Most cantonal legisla- 
tion follows the treatment applied for the direct federal tax (principle 
of par vs. book value). Whether or not the transaction is subject to 
a cantonal income tax in specific cases will depend on the ruling in 
the cantonal jurisdiction concerned. 


Applicable law This offer is governed by Swiss law and subject exclusively to the 
and place of jurisdiction Geneva courts. 


Geneva, November 3. 1997 


SGS Societe Generate de Surveillance Holding SA. 

The Board of Directors 


SGS bearer share 
SGS regi s t ered share 


Swiss Sec Code No 

249.746 

249.745 


ISIN 

CH00024 97466 
CH0002497458 


Japan pledges 
support for 
IMF accord 


The Japanese government 
pledged its support at the 
weekend for the financial 
package agreed by the Inter- 
national Monetary Fond and 
the Indonesian government. 

"Japan is ready to provide 
financial support for Indon- 
esia's foreign reserves.” said 
Hirnahi MitSUZllka, financ e 
minister . 

He has instructed Eisuke 
Sakakibara, the deputy 
finance minister who was 
recently in Indonesia, to 
enter direct talks with Jak- 
arta concerning t he details 
of Japanese assistance. 

Japan has been reluctant 
to take a leading role in 
regional financial support, 
preferring to act under the 
umbrella of international 
organisations, such as the 
IMF. The government has 
been cautious in its response 
to calls from certain Asian 
gover nments for a regional 
fund to provide assis tance in 
the event of currency tur- 
moil, such as that affecting 
Thailand and Indonesia. 

However, Japan has a 
strong interest in ensuring 
stability in south-east Asian 
economies. Japanese banks 
are heavy lenders in the 
region, while trading compa- 
nies and engineerin g conipa- 
| niftfi have invested heavily tn 
regional infrastructure pro- 
jects. Japanese electronics 
maniifar tumwi and car mak- 
ers have huge business 


interests in the region. 

Indonesia 1 b a particularly 
important market for car 
companies such as Toyota 
and Honda, and has, b een a 
critical part of their strate- 
gies for expansion in south- 
east Asia. Japanese car mak- 
ers have invested heavily in 
the region, and have been 
hurt by the national car pro- 
gramme launched by Presi- 
dent Suharto, which gives 
preferential tax treatment to 
a joint-venture car manufac- 
turer in which President 
Suharto’s son has been 
involved. 

Indonesian compliance 
with World Trade Organisa- 
tion rules, a condition put 
forward by the IMF, would 
be of huge significance to 
Japanese car makers. 

Toyota and Honda both 
launched «maii “Asian” cars 
which are manufactured in 
Thailand but aimed at the 
regional market. 

Sales of these cars, winch 
had already been, adversely 
affected by the national car 
project, were farther dam- 
aged by Thailand's currency 
turmoil. 

The Japanese economy is 
also dependent on south-east 
Asia as a huge export mar- 
ket for products ranging 
from electronic parts to con- 
struction equipment and 
en gineer ing plants. 


Micbiyo Nakamoto 


B y their own admis- 
sion. negotiators of 
the International 
Monetary Fond, World Bank 
and Aslan Development 
Bank played their, "highest- 
s takes poker game ever" 
when they set tough condi- 
tions for a huge aid package 
to Indonesia. 

They were lucky to be 
playing with Widjojo NWsas- 
tro. No mean poker player 
himself, the chief negotiator 
for the Indonesian govern- 
ment nevertheless shares 
the IMF’s outlook an the 
world as much as any Indo- 
nesian official 
Mr WIdJojo takes much of 
the credit for persuading 
President Suharto to call in 
the IMF and agree to most of 
its conditions. “He is a 
witch-doctor,” one' Indone- 
sian consultant said in awe. 

Mr Widioio turned 70 in 
September, just as his coun- 
try faced one of its most 
severe crises since Mr 
Suharto came to power in 
1967. He and a group of econ- 
omists, nickname d ta riin n. 
crats for their disdain of pol- 
itics, have- helped Indonesia 
to weather them aH 
Pushed to the «iipiinw» m 
recent years, they returned 
when the rupiah started slid- 
ing in August and dragged 
the Jakarta stock exchange 
down with it. 

"When times are good, 
Wldiojo and the economists 
are put in an obscure corner 
and President Suharto 
speaks to the cronies,” said 
Mohammad Sadli, a former 
minister who was close to 
Mr WidJqjo. “The technocrat 
grot?) is at its best in times 
of rrisritt. Suharto listens to 
them more for the time 
being and he orders the 
other minis ters to shut up-* 1 
Educated at Berkeley Uni- 
versity in the US. Mr Widiojo 
has been the godfather of the 
so-called Berkeley mafia, a 
team of seven economists 
who pulled Indonesia out of 
a recession in 196? with a. 
mixture of tough, monetary 
policy and deregulation to 
encourage foreign invest- 
ment- The group’s influence 
waned when oil revenues 
started flowing in. but the 
collapse of the state oil com- 


pany in 1975 persuaded Mr 
Suharto to invite them back 

They seemed to be on tbetr 
way out again in the early 
1980s when the oil price sud- 
denly dropped, forcing Mr 
Suharto to ask them how to 
make up tor the loss of reve- 
nue. In action in 1992, when 
the country faced a sudden 
outflow of funds, they 
seemed to have lost out for 
good In 1993 to Mr Suharto’s 
children and a few powerful 
proteges, notably Yusuf 
Habibie, minister tor science 
and technology. 

Widjojonomics, as many 
Indonesians called it, gave 
way to Habibienomics, a 

/•nmhjrmHnn of natio nalism, 

protectionism and lavish 


‘The technocrat 
group is at its 
best in times 
of crisis’ 


funding for high technology 
projects. 

When Mr Widjojo nomi- 
nally retired he was 
appointed adviser to the 
president, along with Ali 
Wardhana, a Berkeley col- 
league, The central bank, 
the state audit board and the 
co-ordinating ministry for 
finance and development are 
stfll held by members of the 
same group. 

“He has never really left 
office," said Ali Alatas, 
Indonesia's foreign minister. 
“He has been held in such 
high esteem, not just by his 
peers but also by the presi- 
dent. 

“He is always asked for 
advice. The economists still 
hold sway in the cabinet” 

Some doubt that Mr Wid- 
jojo will keep a say In the 
country’s economic manage- 
ment now that the aid pack- 
age has come through. “He 
was brought in as a bit of a 
showpony,” one diplomat 
said. 

“He Is well known interna- 
tionally. But if he is so good, 
why wasn’t he around when 
economic policy was bad?” 


Sander Thoenes 


Neighbour’s troubles provide 
an opportunity for Singapore 


City-state’s aid offer shows the importance it 
attaches to Indonesia. James Kynge reports 


P oliticians trying to put 
a brave face on south- 
east Asia's financial 
crisis have often noted that 
the Chinese word for “crisis" 
incorporates a character 
which also means “opportu- 
nity”. 

As Indonesia signed up for 
a a package of international 
aid last week. It was clear 
the situation yielded several 
opportunities' tor Singapore. 

The sheer size of Singa- 
pore's offer to Jakarta - 
USSSbn (£3bn) in balance of 
payments support, and a 
possible further US$5brt to 
help prop up. the rupiah - 
defines the importance of 
Indonesia to the small but 
wealthy city-state facing it 
across the Strait of Malacca. 

With a population of 
nearly 200m, Indonesia is 
south-east Asia’s biggest 

potential market 
Its political .clout within 
the Association of South 
East Asian Nations, the 
region’s top diplomatic chib,. 
Is paramount 
It is also a military power 
which Singaporean officials 
know could one day be a 
threat 

“Most people were sur- 
prised by the size of the 
! offer. But if you consider the 
1 possible political and eco- 
nomic dividends for Singa- 
pore, it is probably a very 
shrewd move,” said one 
senior diplomat in Singa- 
pore. 

Several large Singaporean 
companies, many of which 
are at least partly owned by 
the state, have recently 
embarked on ventures 
within Indonesia or are in 
negotiations to do so. 
Observers said that the aid 
pledge would help open 
doors in a country where 
contacts - especially those 
with President Suharto and 
his family- are important to 
business success. 





The offer of an aid package by Singapore prime minister 

GohOwk Tong (lefty to President Suharto of Indonesia 
(righty may have been tm act of self-preservation 


have been self-preservation. 

“If Indonesia went badly 
wrong. Singapore would be a 
major loser,” said Hugh Fey- 
man, managing director of 
Dresdner Klein wort Benson 
in Singapore. 

“Indonesia provides the 
flow which makes the entre- 
pot economy work.” 

Many of the e thni c Chi- 
nese tycoons who control 
Indonesia’s biggest corpora- 
tions have for years 
regarded Singapore, the only 
south-east Asian country 
with an ethnic Chinese 
majority, as a safe haven. 

They have poured savings 
into Singapore’s “big four" 
batiks, become a dominant 
force in the local market for 
luxury apartments, and 
bought up. troubled Singapo- 
rean com panies. 


A Singaporean consortium 
comprising the Port of Sing- 
apore A uth o rity (PSA) and 
Sembawang Maritime, a 
company with links to the 
government, is planning a 
joint venture to develop ah«j 
manage a port 70km west of 
Jakarta. 

The venture is part of 
PSA’s strategy tn diversify 
into overseas markets as 
costs at Singapore’s port - 
the world’s busiest - rise to 
levels at which competitive- 
ness is threatened 

Arcasla Land, a subsidiary 
of the government-linked 
Jurong Town Corporation, 
announced last week that 
total investment in a 240- 
hectare high technology 
park in West Java would 
come to US$225m. 

Work started an the pack 
last week. Keppel Land, part 
of the government-linked 
Keppel Corp. is negotiating 
to take a significant stake in 
an Indonesian .property com- 
pany, exe c utive s said. 

The forces behind such 


outward investment are fun- 
damental. 

The Singapore dollar has 
a ppre ciated considerably 
against the rupiah since 
early July, making Indone- 
sian assets relatively cheap. 
Indonesia’s incipient finan- 
cial crisis may also throw 
some companies on to the 
market at knockdown 
prices. 

To some investors, the 
long-term prospects in 
Indonesia are superior to 
those of; say. Malaysia. 

W hile Malaysia’s mamifar, 

turing competitiveness is 
being challenged by rising 
wage costs and a chronic 
labour shortage, Indonesia is 
likely to remain mare cast- 
competitive for several years 
to come. ■ 

But although such calcula- 
tions may have figured in 
the mind, of Goh Chok Tong, 
Singapore's prime minister, 
when he pledged the aid’ 
package to President 
Suharto this month, an even 
more powerful urge may 


I ndonesian freight. helps 
keep Singapore’s port 
busy, its collectors are 
the main buyers In a -“blos- 
soming art market, and its 
tourists frequent the many 
designer clothes, perfume 
end accessory outlets in 
Singapore's vast shopping 
malls. There is also evidence 
that the booming private 
banking businesses of for- 
eign and Singaporean hanks 
in the city-state have lent 
heavily to Indonesians in US 
dollars. 

Exposure to these loans is 
now considered extremely 
risky because of the rupiah's 
shaip decline against the US 
dollar. 

Bankin g analysts said that 
any wave of defaults on such 
loans could hit Singapore’s 
financial sector hard. 

_ 'Htis fall-out would be par- 
ticularly unwelcome because 
it might undermine Singa- 
pore’s cherished ambition to 
build on its success as south- 

®38t Asia’s flnan^ fj centra, 

oventually eclipsing Hong 
Kong. 
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By John Ridding 
in Hong Kong 


Hong Kong will review its 
techniques in defending its 
currency to minimise the 
impact on the territory's 
economy. Donald Tsang, 
financial secretary, said yes- 
terday. 

“I hope that some general 
lessons will come out of this 
exercise, to ensure that if 
there is a second round of 
attack, we will not only be 
able to deal with the specula- 
tors, we’ll make sure the 
ramifications for Hong Kong 
as a whole win be less," Mr 
Tsang said. 

Without giving precise 
details, he said he and his 
colleagues “will be review- 
ing very thoroughly, in 
terms of technology, in 
terms of techniques" the 
methods used to protect the 
Hong Kong dollar. 

The government has fhced 
criticism from the invest- 
ment and manufacturing, 
community after a rise in 
interest rates to defend the 
currency peg to the US dol- 
lar and a sharp £aH cm the 
stock market. 

However, a government 
spokesman said protection of 
the peg remained the prior- 
ity of the administration, 
and Mr Tsang sai d he was 
confident the government 
had “the right formula". 

The sharp rise in local 
interest rates, with Inter- 
bank rates soaring to more 
than 200 per cent at one 
point, and prime lending 
rates increasing from 8.75 
per cent to 9.5 per cent, 
prompted fears about the 
impart on the proper t y mar , 
ket and the economy. 

The blue-chip Hang Seng 
share index plunged, and 
now stands more than 30 per 
emit below its August peak. 

"While the government 
was the big winner in keep- 
ing the peg. which we sup- 
port. it did not anticipate the 
huge drop in the Hang Seng 
index and the relative 
impact on the property mar . - 
ket," said James Hen, chair- 


man of the General Chamber 
Of Commerce. “In defending 
the peg they have to take an 
overall view." 

Hong Kong’s willingness 


to accept damage to stock 
and property markets is seen 
as a measure of its mettle in 
defending the 14-year peg to 
the US dollar. While hi gh 
Interest rates and associated 
economic problems 
prompted criticism from 
some quarters, the authori- 
ties have also drawn fire 
from the opposite direction. 

Christopher Wood, emerg- 



Donald Tsang: ‘well make 
sure ramifications for Hong 
Kong as a whole will be less’ 


ing markets strategist at 
Peregrine Securities^ 
believes that by injecting 
liquidity into the money 
markets the Hong Kong 
Monetary Authority reduced 
its credibility in the battle 
against speculators. 

“This had the effect of 
both compromising -the 
integrity of the exchange 
rate mechanism and inviting 
suspicion that the authori- 
ties were anxious to lament 
asset prices from falling. ^ 

Government officials say 
the upheaval in the financial 
markets is expected to sub- 
side after speculators tar- 
geted the Hong Kong dollar 
and shorted the stock mar- 
ket recently. “There is noth- 
ing much '/on the radar 
s creei as far es the Hong 
Kong dollar is -concerned," 
said Rafeel Hid. secretary for 
financial services. 


Asian currency crisis clips airlines’ wings 


A s warnings go, it was 
blunt, and to the 
point. What should 
.have been a bumper year, 
said Cathay Pacific in a let- 
ter to staff, has become "the 
worst situation for pa s senger 
revalues in decades". 

Regional rivals of the 
Hong Kong carrier, however, 
may take only small comfort 
from their competitor's cry 
of pain. The currency crisis 
in the region could bring 
longer-term benefits, but for 
now It has compounded a 
series of problems from 
smog to disappearing Japa- 
nese tourists. 

“Things are going pretty 
badly for many of the Asia- 
Pacific carriers." said Wendy 
Wong, airlines analyst at 
Merrill Lynch in Hong Kong. 
“We are only three months 
into the crisis. I think the 
pain will be more appare n t, 
later on." 

Part of the problem facing 
regional carriers - and per- 
haps in time their suppliers 
- Is that the downturn has 
several causes. The Initial 
trouble started in Japan, 
where economic gloom and a 
weakening yen have 
deterred tourists from travel. 

Cathay has been worst hit. 
A surge last year, ahead of 


Hong Kong's handover to 
China, has been followed by 
double-digit declines in 
recent months. Thai Air- 
ways, Malaysian Airlines 
Systems (MAS) and others 
have also felt the impact 

"Japan accounts far more 
than one- third of Intra-Asian 
traffic,” said Viktor Shvets, 
head of regional aviation 
research at Deutsche Mor- 
gan Grenfell. “Whether you 
look at Hong Kong, Singa- 
pore, Bangkok or Kuala 
Lumpur, arrivals are either 
Oat or down." 

The problem has been 
compounded by a slowdown 
in traffic from Korea, a 
strong source of passenger 
growth in recent years. 

Yet the devaluations have 
a silver lining . "Hong Kong’s 
fixed exchange rate means it 
is getting priced out of the 
market, but Thailand, Mal- 
aysia and the Philippines 
can expect a great deal more 
foreigners flying in to take 
advantage of bargains,” said 
Jim Eckes, managing direc- 
tor of Indoewiss, the aviation 
consultancy. 

However, such benefits are 
obscured in the short term 
by t he tmw* and *gmng blan- 
keting parts of the region, 
prompting almost 900 flight 


rwnrpTlattrere in Malay sia in 

September. They are also off- 
set by slowing growth and 
by cost and debt consider- 
ations. 

"Anything from 30 to 50 
per cent of airline expenses 
are in hard currency - jet 
fuel, route operating 
expenses, parking and land- 
ing fees," said Mr Shvets. 
"Many carriers, such as 
Malaysian Airlines Systems 
and Thai Airways, are carry- 
ing a substantial debt bur- 
den. and they also have 
heavy aircraft acquisition 
plans." After the devaluation 
of regional currencies, those 
purchases are about 20 to 35 
per emit more expensive. 

While tourists will be 
encouraged by the lure of 
cheap destinations, slowing 
economic growth will hit 
intra-regional traffic and 
business travel. "Instead of 
travelling business or first 
class, passengers might go 
back to economy and this 
has a huge impact on 
yields,” said Mr Eckes. 

Taken together, the vari- 
ous factors are expected to 
hit profits - at least in the 
short term. Salomon 
Brothers expects the earn- 
ings of BAAS to fen sharply 
in 1998. 



Aircraft at Hong Kong airport; fen-out from the regional 
currency turmoil has helped to hit carriers' revenues 


Restatement of the compa- 
ny’s foreign currency liabili- 
ties, it added, could lead to 
annual write-offs of 200m 
ringgit ($59m). Downgrades 
and cautions are emerging 
for many other airlines, 

including Cathay Pacific and 
Thai Airways. 

One result of the down- 
turn is likely to be intensi- 
fied competition between 
carriers. While they are 
resisting tariff cuts, many 


are introducing new 
schemes, such as Cathay's 
offer of a free ticket to Hong 
Kong for long-haul flights 
booked in some destinations. 

"It is urgent that we fill 
seats, and pricing incentives, 
in whatever form, have to be 
a weapon." said one execu- 
tive from a rival carrier. 

Regional competition has 
already been increased by 
the rise of new carriers, from 
Asiana in Korea to EVA in 


Taiwan and Air Asia in Mal- 
aysia. Some fled gl ing carri- 
ers have found the going 
tough. GrandAir of the Phi- 
lippines had two aircraft 
seized in Hong Kong in July 
after a dispute with creditors 
over lease obligations. 

The carrier described the 
problem as an administra- 
tive oversight, but it raised 
questions about pressures 
resulting from lease con- 
tracts in US dollars at a time 
of regional devaluation. 

For new arrivals, as for 
the established players, a big 
question is whether they 
now curb their ambitions. 
Air Asia said in August it 
was deferring a decision on 
the purchase of two wide- 
bodied aircraft. 

So far, the big carriers are 
pressing ahead with fleet 
renewals. Thai Airways, 
MAS, SIA and Cathay Pacific 
have all signalled they will 
proceed as planned. A con- 
tinued slump, however, 
could clip their wings. 

“If we see these sorts of 
passenger numbers for the 
next six to nine months, 
there will be pressures to 
defer deliveries," said Mr 
Shvets. 


John Ridding 


North Korea inches towards economic reform 


“We have constructed our 
country by ourselves and we 
are still self-reliant," was the 
hardline message delivered 
by a senior North Korean 
official at a recent interna- 
tional economic conference 
in Hong Kong. 

But reality is tuning a dif- 
ferent story as isolated 
North Korea, crippled by 
industrial stagnation and 
famine , appears to be inch- 
ing toward economic 
reforms as rt opens up to for- 
eign investment. 

Claims of the North's 
self-reliance are belied by its 
dependence on foreign food 
aid and energy supplies for 
survival Pyongyang is now 
seeking capital and technol- 
ogy from abroad to revive Its 
moribund economy. 

hi' what amounts to a key 
concession, the North 
recently said it would estab- 
lish two production centres 
at the port cities of Nampo 


and Wonsan to supplement a 
free-trade zone in the Rajin- 
S on bong area bordering 
China and Russia. 

While the Rajin-Sonbong 
zone is isolated and sur- 
rounded by barbed-wire 
fences to restrict entry of 
North Koreans, the new 
zones, specialising in produc- 
tion, of consumer product 
exports by foreign compa- 
nies, will be located near 
population centres. 

Creation of the new zones 
ammmts to an acknowledge- 
ment by Pyongyang that the 
Rajin-Sonbong venture, 
established in 1991, has 
felled to attract much for- 
eign. investment despite 
einlirm that $2-9bn, mostly 
from Chinese investors, has 
been committed to develop 
the area as a transport hub 
for north-east Asia. 

Foreign investors prefer 
existing port facilities dose 
to the North's main cities 


instead of the Rajin-Sonbong 

region, which has few paved 
roads and lacks other vital 
infrastructure to support 
industry. 

Some analysts think the 
decision to establish the new 
zones is an indication that 
Kim Jong-il, who formally 
assumed power last month 
as the North's leader, sup- 
ports at least limited eco- 
nomic reforms. 

Pyongyang Is already 
using the Rajin-Sonbong 
zone as an incubator for 
market reforms. As many as 
100 private stores are esti- 
mated to be operating in the 
zone, along with open-air 
markets to cater to the needs 
of foreign traders. 

In the first sign of cur- 
rency reform, it has report- 
edly cut the official 
exchange rate in the zone 
from 2.12 North Korean won 
to the US dollar to the black 
market rate of 200. 


Official sponsorship of the 
duty-free zones has been 
accompanied by the emer- 
gence of a primitive market 
economy among formers as 
the North's food distribution 
system breaks down. For- 
eign visitors to the area 
around the capital have 
reported existence of form- 
ers' markets for hungry citi- 
zens who barter goods for 
food, most provided by small 
private agricultural plots 
sanctioned by the govern- 
ment 

Several open-air markets 
have also been established 
along the Chinese border, 
where North Koreans are 
engaged in unsupervised 
barter trade now that China 
Is becoming an important 
source far food. 

Growth of the black mar- 
kets has been aided by 
growing movements of 
people as internal travel 
restrictions are eased. 


These developments could 
be the first inklings of the 
same reform process that 
started in China in the late 
1970s with agricultural 
reforms, although North 
Korean officials adamantly 
deny that is their intention. 

Nonetheless, South Korea 
appears ready to encourage 
reforms in the North. 
Although Seoul has previ- 
ously tied economic 
co-operation to progress in 
political relations with 
Pyongyang, there are sug- 
gestions it will separate the 
two Issues, despite the 
North’s continued refusal to 
negotiate with the South. 

Seoul has recently 
approved a proposal by the 
state-run Korea Land Corpo- 
ration to build an industrial 
complex at Rajin-Sonbong. 
while It granted permission 
for five new joint venture 
projects in the North. 

This is in addition to two 


light-water nuclear reactors 
that the South is helping 
build on the North's east 
coast in return for Pyong- 
yang's promise to abandon 
its suspected nuclear weap- 
ons programme. 

An aviation accord 
between the two Koreas will 
open the North's airspace to 
international flights from 
February, while Seoul and 
Pyongyang are discussing 
expansion of shipping 
routes. 


The pace of co-operation 
may quicken after the 
December 18 presidential 
election in South Korea, 
which could help melt frozen 
inter-Korean ties by bringing 
to power a mare conciliatory 
leader than the incumbent, 
Kim Young-sam, who has 
adopted a hawkish stance on 
North Korea. 


John Burton 
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Imagine for a moment that your car doesn't have a starter 
motor, fuel injection or an ignition system. Imagin e driving with- 
out airbags or belt tensioners. 

In fact, imagine your car stripped of everything that has 
anything to do with Bosch. A car with no automatic transmission 
and no Litronic headlights. With no windscreen wipers, no gener- 
ator and no ABS. You'd also have to forget the Bosch car phone 
and navigation system. You’d even have to sacrifice your Blau- 
punkt radio. So what's left? Nothing. At least nothing you could 
drive. Though you could try pushing it. 
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US bulls 
unfazed 
by shares 
turmoil 

By Tracy Corrigan 
m New York 

US retail investors, far from 
being fazed by last week's 

stock market correction, are 
enthusiastic about the mar- 
ket's prospects, according to 
a telephone survey by 
InvestmentNews, conducted 
during last week's sell -off. 

According to the survey, if 
the market dropped another 
10 per cent only 6 per cent 
of individual stock investors 
and mutual fond sharehold- 
ers would sell, while 23 per 
cent would buy stocks. Six- 
ty-six per cent said they 
would stand firm. 

The majority of the US 
stock market Is owned by 
US retail investors, either In 
the form of individual 
shares or through mutual 
foods, and their enthusiasm 
for the market is widely 
seen as having prompted the 
recovery in stock prices last 
week, after Monday's sharp 
correction. 

Many market analysts had 
feared that after a long bull 
market, a downturn could 
prompt panic-selling by 
retail investors. 

Asked abont their current 
intentions. 78 per cent of 
investors said they had no 
plans to buy or sell. Only 2 
per cent expressed any any 
desire to sell, while 19 per 
cent said the downturn pro- 
vided a good buying oppor- 
tunity. Only 4 per cent said 
they sold any holdings early 
last week, while 16 per cent 
said they bought mutual 
funds or stocks. 

Although 53 per cent of 
those polled said they 
believed the market to be 
overvalued, 77 per cent pre- 
dict it will be higher by the 
end of the year. 

The nationwide survey of , 
150 men and 150 women was I 
conducted by Leo Shapiro 
and Associates of Chicago. 

The survey's findings rein- 
force anecdotal evidence 
from US retail brokerages 
last week. For example 
Charles Schwab, the largest 
US discount broker, said 
that overnight buy orders 
outnumbered sell orders by 
three to one after Monday. 
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Chinese and US leaders overlook their differences, in the interests of a stable relationship 


Jiang and Clinton agree to 
disagree on touchy subjects 


By Tony Walker in New York and 
James Harding in Beijing 

China's President Jiang Ze min 
travelled to Harvard university at 
the weekend for a speech which 
US officials and his own advisers 
had cautioned him against mak- 
ing. because of concern about 
anti-China protests in a citadel of 
free expression. 

But Harvard, with its long tradi- 
tion of distinguished China schol- 
arship. provided Mr Jiang with a 
useful platform to repeat bis mes- 
sage that Beijing desires an 
enduring and multifaceted part- 
nership with the US. 

China's leader was also able to 
show a more human face than 
had been evident earlier in his 
visit, and even to risk joking 
about demonstrators who have 
dogged his footsteps throughout 
his eight-day stay. 

"Although I am already 71 years 
old. my ears still work very well, 
so when I was delivering my 
speech, I did hear the sound from 
the loudspeakers outside. How- 
ever, I believe the only approach 
for me is to speak even louder,” 
he said. 

But in the end it was not words 
but symbols which spoke louder 
about the achievements of the 
first s ummi t visit to the US by a 
Chinese leader since the 1985 mis- 
sion of the former president, Li 
Xiannian. 

From Waikiki to Williamsburg, 


from Washington to Wall Street, 
from north-east academe to the 
glitz of Hollywood. Mr Jiang 
reached out to America with, it 
seems, modest success. 

Commentators in both the US 
and China say the feet that the 
summit occurred at all is a step 
forward: that relatively brisk 
exchanges on human rights 
other contentions issues did not 
‘'poison the well” indicate a 
“maturing" of the relationship. 

President Bill Clinton and Mr 
Jiang might not have reached 
headline -m aking agreements, 
beyond progress on trade liberalis- 
ation and arms proliferation, but 
they appear to have begun to 
establish a foundation tor a more 
predictable relationship. 

Kenneth Lieberthal, professor of 
politics at the University of Michi- 
gan and adviser to the US govern- 
ment on C hina policy, said the 
visit went “ pre t ty well”, and Chi- 
nese and American leaders almost 
certainly understood each other 
better as a consequence. 

“Jiang got a strong dose of 
American values and at the end 
evidently still felt strongly the US 
and flhina ran have a construc- 
tive relationship.” be said. “The 
US feels that an emerging con- 
structive strategic partnership 
will allow us to press China on 
issues of mutual interest, and that 
the relationship need not be hos- 
tage to domestic political pres- 
sures." 


David Shambaugh, director of 
the Sigur centre for Asian Studies 
at George Washington University, 
said the Clinton-Jiang summit 
should yield more frequent 
high-level contacts. 

“Jiang will go home convinced 
that the US is not out to contain 
China strategically, divide it terri- 
torially, subvert it politically and 
frustrate its economic emer- 
gence.” Mr Shambaugh added. 

tn China, assessments more or 
less mirrored those in the US. 
“The feet that both heads of state 
have agreed to work together into 
the 2lst century proves the visit 
was a success," said Shi Min, vice- 
chairman of the Chinese Associa- 
tion for Asia-Pacific Studies, a 
State Council, or cabinet, think. 

tank 

“Of course, one cannot expect 
that the two would reach agree- 
ment on every single issue. But 
both leaders realise they either 
work together to find common 
ground, or they quarrel all the 
way into next century over issues 
such as human rights, democracy 
and Tibet For these are Issues 
which will not be resolved in the 
short term." 

China was pleased with the 
clear-cut statement from Mr Clin- 
ton that the US remains commit- 
ted to a “one China policy” and 
that it is up to Bering and Taipei 
to resolve their differences peace- 
fully. 

“Beijing recognises that it Is not 


practical fur the US to stop arms 
sales to Taiwan in one single 
step. . . What China wanted was a 
dear statement that the US would 
not encourage moves In Taiwan 
towards independence,” said Tao 
Wenzhao, deputy director of the 
Institute of American Studies in 
the Academy of Social Sciences. 

US business appeared well satis- 
fied with the Jiang visit, seeing it 
as an oppor tun ity to press its case 
at a high level for improved 
access to China’s market, and to 
raise concerns about bureaucracy, 
corruption and risks to invest- 
ment posed by a poor legal frame- 
work. 

“The visit by Jiang Zemin was 
an action-forcing event far the 
two bureaucracies, and that was 
great” said Robert Kapp, head of 
the US-Chlna Business Council, 
which represents US business in 
China. 

But there was also scepticism. 
James Lflley, former US ambassa- 
dor in China, says: “We haven’t 
yet seen the fine print” on the 
proliferation agreement, and what 
“circuit breakers” might be in 
place if China violates undertak- 
ings not to export nuclear technol- 
ogy. 

That observation perhaps sums 
up the fruits of the summit for 
both sides, each of which had an 
interest in promoting style over 
substance, and avoiding unpleas- 
antness on divisive issues in the 
process. 



Sun and shuttle stallions boost Australian horse power 


By Efizabeth Robinson 
to Sydney 

While all of Australia stops 
tomorrow for the ann ual 
2m (UJ1.5m) Melbourne 
Cup, racehorse breeders are 
enjoying the good times, 
with prices for thorough- 
breds rocketing and the 
promise of new lucrative 
markets opening. 

Although the economic 
crisis in south-east Asia has 
concerned some breeders 
who sell to the region, others 
say that it demonstrates to 
Asian punters that race- 
horses are as good a bet as 


more traditional invest- 
ments. 

Even before the crisis 
broke, the region was clam- 
ouring For Australian blood- 
stock. The first Asian Thor- 
oughbred Breeders 
Conference is being held in 
February by Australia’s 
industry association as a 
showpiece for the country’s 
bloodstock as well as a 
forum to co-ordinate the 
push into Asia. 

Average prices for Austra- 
lian yearlings have grown 
nearly 130 per cent In 10 
years to A$98,955 at the 
Easter sales organised by 


William Inglis, the leading 
bloodstock auctioneer with 
around 65 per cent of the 
market. 

The reason, says Reg Ing- 
lis, manag in g director, is the 
improved bloodlines of Aus- 
tralian horses thanks to the 
arrival of “shuttle stallions ". 
These stallions enjoy first- 
class travel in the northern 
hemisphere, servicing mares 
for six months and moving 
to the southern hemisphere 
for the next six. 

Last year, almost 50 stal- 
lions did their rounds in 
Australia, including the leg- 
endary Danehill of the US, 


whose progeny can fetch 
prices of A$700,000. 

While the prices have 
soared, Australian horses 
are still on average 30-50 per 
cent cheaper than thorough- 
breds from the US and 
Europe, according to Mr Ing- 
lis, attr ac tin g Aslan buyers. 

He says that Asian inter- 
ests account for nearly 30 
per cent of Australian sales, 
compared with about 5 per 
cent eight years ago. Hong 
Kong and Japan are the big- 
gest customers, but the 
Industry is also seeing 
growth in India. 

Magic Millions, another 


Australian auctioneer, now 
bolds nnwnnl sales in Macao 
-and Singapore. Brian 
Agnew, chairman of 
Aushorse. the industry's 
co-ordinator, says Australian 
racehorses are now geneti- 
cally equal to horses else- 
where but are priced more 
competitively because they 
are cheaper to raise. 

Australia's climate means 
horses can be raised in pad- 
docks, compared with the 
boxes used tn colder north- 
ern climates, and shipping 
costs to Asia are also lower. 
He says that Australian 
horses are also more climati- 


cally suited to living In Asia 
than northern horses. 

“Growth in horse trade to 
south-east Asia over the next 
10 years will be explosive," 
be said. One of the themes of 
next year’s conference is 
“China - the sleeping giant”. 

The Australian industry is 
confident that when the Chi- 
nese government wakes up 
to betting tax as an easy rev- 
enue source, demand for 
horses, including Australian 
stock, will soar. 

However the domestic 
market remains the indus- 
try’s backbone. One con- 
cerned voice was raised this 


week when Bart Cummings, 
a leading trainer, warned 
that rising prices were forc- 
ing Australian owners to 
seek quick returns from 
“precocious two-year-olds” 
in sprint races. 

Not enough attention was 
being paid to the longer pro- 
cess of preparing “stayers” 
for more arduous races such 
as Tuesday’s two-mile course 
in Melbourne, he suggested. 

But Australians remain 
confident of their home- 
grown talent, putting their 
money on the local Might 
and Power, favourite for the 
race. 


COMPANY NOTICES 


BUILD. OWN, OPERATE. TRANSFER (BOOT) 

REQUEST FOR QUALIFICATION FOR AHMEDABAD-MAHESANA ROAD PROJECT 


Infrastructure Leasing & Financial Services Limited 
(IL&FS), on behalf of the Government of Gujarat (GoG) 
is seeking Statement of Qualifications ("SoQs") from 
experienced companies/joint ventures f Applicants") to 
build, own, operate and maintain the Ahmedabad- 
Mahesana road project on a commercial format, to collect 
tofts, including the design and implementation of an 
adequate toft collection and management system, and 
to transfer the project to the GoG at the end of the 
concession period. 

PROJECT 

Gujarat is among toe highly industrialised States of Indfa 
and today matotans an eminent position on the economic 
map of Incfia. Ahmedabad-Mahesana Is a State Highway 
(SH41) connecting Ahmedabad, the largest industrialised 
city in the State of Gujarat, to Mahesana. an oil town 
and industrial hi* to Ahmedabad. 

The project road extends from km 19 on SH 41 and ends 
at km 71. at the start of Mahesana town. The project 
road caters to industrial and goods traffic movement 
and passenger work trips to and from Ahmedabad to 
Mahesana and inter-state traffic. The project road is 
characterised by development of industries interspersed 
along both sides of the road. The project road also 
provides the shortest link for long distance industrial and 
goods traffic moving from Ahmedabad to Rajasthan and 
other parts of Northern India. 

SCOPE 

Project scope entails strengthening the existing 2- lane 
carriageway and widening it to a dual 2-lane carriageway 
along with the provision of service roads, a length of 52 
kms. Project scope also includes strengthening the spur 
between Kadi and Chatral, a major town on the project 
road, a length ot 11.5 kms. The project is proposed to be 
implemented on a BOOT format, with recovery of 
investment proposed through levy of tolls. 

STATUS 

IL&FS is assisting GoG In preparing detafted feasibility 
documents for the project, which would examine the 
techno-economic, environment and social, and 
commercial viabifity of the project as well as the risks 
associated with ft. The feasibility documents have been 
finalised. Land acquisition for the project has been 
completed. 

The World Bank has been Involved in the preparation of 
this project and the project coukl be eligible for financing 
under the line of credit from the Bank to IL&FS. The 
project will be domiefled in a Special Purpose Vehicle 
which would be set up wfth equity participation from GoG, 
IL&FS, selected Applicant and others. IL&FS wffl also 
assist in raising finances for the project The SPV and 
GoG win be responsible for obtaining ail the clearances 
for the project The legal framework has been amended 
by the GoG to allow for the levy and collection of toll on 
widened and strengthened sections of Stale roads. Tha 
GoG proposes to utilise this approach for implementing 
other road projects in the State. 


REQUEST FOR QUALIFICATION 
Potential quafification wffl be open to Applicants: from 
eligible countries as defined in the Guidelines: 
Procurement under IBRD Loans and IDA Credits. 

The feasfeflity documents may be purchased from IL&FS 
at the address given bekw. The Applicant must make a 
written request for the feasibifity documents and include 
payment of Rs. 10,000 orSUS 300. The written request 
must state : “Request for Feasibility documents tor 
Ahmedabad-Mahesana Road Project”. With the 
Feasibility Study, IL&FS will provide "Request for 
Qualification’ document, which will contain qualification 
criteria and further Instructions for potential Applicants. 
GoG/IL&FS request the potential Applicants to provide 
written comments concerning the qualification criteria. 
Comments concerning the fsnbilty documents will not 
be considered at this time. 

GoG/IL&FS will conduct a site visit and pre-submission 
conference on December 1, 1 997. GoG/IL&FS will make 
a presentation at the conference outlining the bidding 
process and implementation framework proposed tor the 
project At that time, GoG and IL&FS wffl request any 
additional comments concerning the qualification 

process. Attendance at the site visit and pre-submission 
conference is mandatory. GoG/1 LAPS may consider 
modifications to the qualification criteria, if deemed 
necessary, in response to the written solicitations made 
by the potential Applicants and reserve the right to do 
so. The potential AppScants who have obtained the RFQ 
direetty from rL&FBwfli be intimated of any such change 
to the qualification criteria immedatety 

The SoQs will be considered by GoG/lL&FS from only 
those AppRcams who have: (1) obtained the RFQ directly 
from IL&FS pursuant lo the process outlined above and, 
(2) attended the mandatory site visit and pre-submission 
conference. For purposes here, these criteria will be 
deemed to be satisfied for any Applicant that Is a joint 
venture/oonsortium if any member of the team meets 
the two criteria. The SoQs wffl be used exclusively to 
evaluate the technical, financial, management and other 
capabfflties of the potential Applicants. Pre-qualification 
will be based on meeting all the minimum criteria, as 
provided in the RFQ document. Only those AppScants 
judged to be qualified by this procedure wffl eventually 
be invited to bid tor the project in a subsequent 
competitive sofidtatfon. 

The Statement of Qualifications must be received on 
or before 5 P.M. Indian Standard Time (1ST), December 
19, 1997. Potential applicants .may obtain the 
documents from : 

Ms-SangeetaAnand, 

Manager (Infrastructure), 

Infrastructure Leasing & Financial Services Lid, 

East Court Zone VI F 4th Floor, India Habitat Centre, 
Lodhi Road, New Delhi - 110003, incfia. 

TeL 9M1 -4636641/42. 

Fix: 91-11-4636651. 


UN under fire from its' auditors 


By Michael Littlejohns 
at the United Nations 

The United Nations systems 
have been severely criticised 
in a report from its own 
auditors, who found corrup- 
tion, careless spending, slack 
management and disregard 
for rules in a year-long 
investigation of the far-flung 
bureaucracy. 

The scathing report could 
provide new ammu nition for 
political critics in Washing- 
ton who question the UN's 
will to change. Discussion in 
the UN General Assembly on 
reforming the UN continue 
to make little progress, and 
congressional agreement to 
pay most of the US arrears 
of more than $ibn remains 
elusive. 

A condition set by Con- 
gress for settling the debt is 
a sweeping UN overhaul 
which Kofi Annan, the secre- 


'w- J 



Annan: sweeping overhaul 


tary general, proposed last 
July. But the plan that is 
running into resistance, 
mainly from developing 
countries. 

Kari-Theodar Paschke. the 
UN Inspector general, said 
his office, now nearing its 
third birthday, had recov- 


ered or saved ten of millions 
of dollars through audits and 
stirred complacent manag- 
ers. 

However, few UN entities 
escape the auditors' sanc- 
tion, Even that Icon of effi- 
ciency and probity, the High 
Commissioner for Refugees, 
is faulted for “various con- 
trol weaknesses and recur- 
ring problems”. 

At the separate Palestine 
Refugees Agency, auditors 
found that somnolent man- 
agement allowed a thief to 
obtain 3355,000 in medical 
reimbursements through 
forged papers for “sick" 
members of his extended 
family. 

UN peacekeepers number 
only 18,000 now. including 
the Angola force extended 
last week. An audit found 
bungling thane: 3980.000 lost 
to delayed, deficient or short 
supplies; 3667,000 paid for 


stevedoring that was not a 
UN charge; a vendor over- 
paid 3288,00ft and an irrecov- 
erable loss of 3241,000 for bus 
hire. 

The chief financial officer 
of the UN force in Cyprus 
was sacked after a greengro- 
cery account lost $450,000 to 
fraud. Relocating UN force 
headquarters in Guatemala 
proved a false economy: the 
monthly bill doubled and 
“renovations" cost another 
3250.000. 

At the UN Environment 
Programme in Nairobi audi- 
tors found a nest of high- 
priced consultants, 
top-heavy secretariats, weak 
spending controls and barely 
competent recruits. “Signifi- 
cant shortcomings. . . both 
human and financial" were 
uncovered at another Nai- 
robi agency, Habitat, the 
centre for human settle- 
ments. 


Pakistani problems mount 

Government in crisis, manufacturing falling, rupee devalued 
- but an IMF loan deal is good news, reports Farhan Bokhari 


L ast month Pakistan 
provided interna- 
tional investors with 
one of their first pieces of 
good news for over a year, 
when it reached agreement 
with, the IMP over a new 
loan agreement. 

But srtrrr Q then, both inves- 
tors and the country’s gov- 
ernment have found then- 
selves 8 till bothered by 
fundamental economic prob- 
lems, quite apart from, the 
turmoil that has run ram- 
pant across Aslan markets 
in recent days. 

To make matters worse, 
the fortunes of Nawaz 
Sharif, the country’s prime 
minister, last week touched 
rock bottom, as his nine- 
month-old government faced 
a severe constitutional cri- 
sis. For the Sharif govern- 
ment little has gone to plan. 

The loan package of 
$L56bn from the IMF to help 
the country's balance erf pay- 
ments problem had helped 
the stock market reach 2J>79 
points, one of its highest lev- 
els In recent months. 

The news in subsequent 
days, however, brought lev- 
els down by more than 10 
per cent, to 1.823 points at 
dose of trade on Friday, as 
implications sank in of the 
financial unrest elsewhere xu 


Asia and the political trou- 
bles at home. 

The turn of events has put 
an even greater. spotlight an 
last mouth's decision to 
devalue- the rupee by 8.7 per 
cent, a decision that analysts 
were describing as a gamble 
even before the latest set- 
backs. 

A recent report by ABN 
Amro, the Dutch bank, best , 
illustrated anxieties when it 
said: “The devaluation is 
more likely to stoke infla- 
tionary pressure or increase 
government expenditure and 
cause an increase in the fls-. 
cal deficit” - even if the 
strategy works and domestic 
investors are galvanised into 
actum. 

But Sartaj Aziz, finance 
minister, is still betting cm 
good crops as the first sign 
to pull the economy out of 
its slumber: “We expect a 
good cotton crop, to help our 
economy recover. At the 
same time, our reform pro- 
gramme will begun to show 
results." 

More ftian half of Pakis- 
tan’s $8.7bn exports last year 
were made up of cotton prod- 
ucts. A good harvest would 
give cheaper raw cotton to 
the hundreds of textile facto- 
ries. the country's largest 
industrial sector. 


But the country’s struc- 
tural problems are a far 
greater challenge. During 
the last financial year (July- 
June), large-scale manufac- 
turing contracted for the 
first time ever, and the trade 
deficit . soared to a record 
$3J37bn. 

An improvement during 
the three months to Septem- 
ber, when the deficit fell by 
18 per cent from the same 
period a year before, failed 
to enthuse the markets. 


M 


any analysts are 
also worried about 
. _ the outlook for 
taxes. The government won 
headlines with big cuts this 
year, hut critics argue that it 
looks increasingly unlikely 
that the country will gather 
in the present financial 
year’s projected tax take of 
Rps3S4bn (37.4bn). 

The tax revenues are the 
most important guarantee 
for the success of the fund 
programme. At least three 
previous IMP programmes 
have collapsed in the past 
few years, triggered by 
shortfalls in taxes and a rise 
in the budget deficit, rising 
above agreed limits. 

Confidence has suffered 
another blow with the recent 
constitutional turmoil that 


followed Mr Sharif's i 
last week to appoin 
judges to the supreme 
The court wanted 
judges in order to 
legal proceedings, but 
observers noted that s 
step would also strer 
the judiciary's po 
against the executive. 

For a country whe 
almost two decades, nc 
ian regime has surviv 
full term of office, tbs 
pect of another gover 
losing its grip just 
months after comii 
POWfir is a Yiaimfrinp oi 

Mr 

In response to the mor 
controversy over the 
Pa k i s tan last week 
close to a standstl 
bureaucrats across the 
try waited for the issue 
resolved in an atmosph 
increasing tension. 

For Mr Aziz, the on 
solution is that the sitr 
now is “infinitely b 
than a year ago, when 
cal and economic tip 
accompanied by suspc 
of a previous IMF i 
ment. finally led t< 
downfall of Benazir Bb 
government. He is er 
aged by the fund agree 
“The positive factors 
outweigh the negative < 
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We call this service JAL's Executive Gass Seasons. 

It was created from the understanding that frequent 
long-haul business passengers appreciate a regular 
change to their environment 

So, taking this into consideration we change the 
interior cabin decor and the in-flight menus every three 
months to reflect the seasons. It might not seem like a 
big deal, but when you’ve got everything else right, it’s 
the little things that make all the difference. 

For flight bookings or more information call your 
local JAL office or contact your travel agent 


Japan Airlines 
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Party leader accused of declaring war on pro-Europe wing \ uk news digest 


Opposition chief in new row 


By George Parker, 

Political Correspondent 

William Hague, the 
opposition Conservative 
party leader, was yesterday 
accused by a senior col- 
league of "declaring war” on 
the party’s pro-European 
wing, amid signs that the 
conflict could erupt as early 
as next week. 

David Curry, who resigned 
as agriculture spokesman at 
the weekend, claimed Mr 
Hague had deliberately pro- 
voked conflict within the 
party by ruling out British 
membership of the euro in 
the next parliament. 

The flashpoint could come 
on November 12, when Mr 
Hague plans to force to 
oppose a House of Commons 
bill that ratifies the Euro- 
pean Union's Amsterdam 
Treaty. 


Pro-European Conserva- 
tive MPs support much of 
the treaty, which updates 
the Maastricht agreement of 
1991, and includes a reduc- 
tion of the national veto and 
an extension of the powers 
of the European parliament 

“I hope we don’t take a 
bull-headed attitude to the 
Amsterdam Treaty," said lan 
Taylor, who resigned as 
junior Northern Ireland 
spokesman last week. 
"These are the sort of Issues 
which could trigger further 
problems within the party." 

The Conservative party 
descended into open conflict 
over the weekend with Ken- 
neth Clarke, the former 
chancellor, and Michael 
Heseltine, the former deputy 
prime minister, also speak- 
ing out openly against Mr 
Hague. The Tory leadership 
yesterday showed signs of 


increasing impatience with 
the rebels. 

“They have been given a 
free vote on the sir^e cur- 
rency, and that is a freedom 
they should respect," said 
one of Mr Hague's aides. 

Bat in a thinly veiled 

threat, he added: “They 
should not use that freedom 
as an outlet for attacking the 
lead e rshi p " 

Mr Hague's colleagues said 
it was “likely” that the party 
would use a three-line whip 
[the highest level of coercion 
for a Commons vote] far the 
passage of the European 
Communities Amendment 
bill, which will enact the 
Amsterdam Treaty signed by 
Tony Blair, the prime minis- 
ter, in June. 

There would be a rebellion 
if Mr Hague put down an 
amendment backing his 
demand that the government 


hold a referendum on the 
treaty, which fncludes Brit- 
ish participation in the 
social chapter and a reduc- 
tion in national veto. 

Mr Hague’s closest 
lieutenants were out in force 
in the broadcast studios yes- 
terday, arguing that the 
decision to rule out British 
membership of the Euro dur- 
ing parliament and the 
next was clear and prag- 
matic. 

But elsewhere the Tory 
party was involved in acri- 
monious factional skir- 
mishes not seen since the 
passage of the Maastricht 
treaty In 1993. 

Meanwhile. Labour and 
the Liberal Democrats will 
discuss a joint approach to 
the single currency when 
the cross-party cabinet com- 
mittee discusses Europe at 
its meeting tomorrow. 


Testing the intent behind 
tough N Ireland positions 

Protagonists may be more flexible than they have indicated so far 

A n endgame may just 
be emerging • in 
Northern Ireland’s 


A n endgame may just 
be emerging • in 
Northern Ireland’s 
political negotiations, which 
enter a new phase this week. 

Six weeks since the real 
talking began, ministers 
have been relieved that some 
progress has been made. Off- 
set against that, however, is 
the refusal of pro-Brttish 
unionist delegates even to 
acknowledge the presence of 
Sinn F6in - the Irish Repub- 
lican Army’s political wing - 
around the table. 

So far, the parties have 
beat playing to the gallery 
on issues of principle, set- 
ting out their positions in 
the ro und 

Over the next few days, 
the business committee is 
expected to recommend a 
timetable for discussion of 
details of a new Northern 
Irish assembly and cross-bor- 
der institutions between the 
north and the Irish Republic. 
This will test the intent of 
the protagonists. 

The portents are not 
entirely gloomy. While using 
every opportunity to call for 
a united Ireland. Gerry 
Adams, Sinn Fein president, 
has given recent hints that 
he would be prepared to 
accept a solution that falls 
short of that 

David Trimble, leader of 
the Ulster Unionist party, 
has made clear he will not 
countenance any cross-bor- 
der authority with executive 
powers. Yet his keynote 
speech to his party confer- 
ence a week ago showed flex- 
ibility. Mr Trimble took head 
on attacks from hardliners 
within his own party. 

He made clear the union 
[between Britain and North- 
ern Ireland] was not for re- 
negotiation, and warned the- 
Dublin government to keep 
out of the affairs of the 
north. 

But he added: “We need 
nationalists to tell us. in 
realistic terms, what would 
meet their need. And we will 
try sympathetically to meet 
them." This appears to leave 
room far manoeuvre 
Mr Trimble is playing hard 
ball on "strand two" - the 
cross-border element. On 
“strand one” - devolution 
for Northern Ireland - he is 
enthusiastic. The powers of 
a Northern Irish assembly 
are likely to be somewhere 
between those of Scotland, 
with its own future govern- 
ment. and Wales, which will 
have little more than a 

regional council. 




Fine balance Gerry Adams (left) and David Trimble have each hinted at compromise 


Mr Trimble does appear to 
have accepted the notion of 
power-sharing, checks and 
balances for minority Catho- 
lics. This could take the 
form of weighted committee 
chairmanships, guaranteed 
seats on an executive coun- 
cil. or a triumvirate 
leadership. 

Where he bridles is at the 
prospect of giving the Dublin 
government a say, and effec- 
tive right of veto, through a 
joint authority, far example 
on education, health or reli- 
gious affairs. Some areas 
that affect both sides of the 
border, such as environ- 
ment. tourism and transport; 
would be less contentious. 

One suggestion Mr Trim- 
ble has made is a Council of 
the British Isles, some kind 
of forum taking in all the 
separate nations of the UK, 
as well as the Irish Republic. 
The consequences for the 
blurring of sovereignty 
would be potentially as diffi- 
cult for Dublin as for Belfast 


So far the potential for 
compromise of Irish minis- 
ters has not been tested. The 
Dublin government appears 
slowly to be accepting that 
articles two and three of its 
constitution, which aspire to 
a united Ireland, would have 
to be dropped as part of a 
deaL 

A referendum an the issue, 
which would be obligatory, 
could take place simulta- 
neously with a vote on a 
final outcome. 

In addition, for a cross-bor- 
der authority to work, Dub- 
lin would also have to accept 
unionist input into what 
until now has been its own 
domestic affairs. 

As for Mr Adams, be 
would have to be heavily 
compensated for any 
watering down of strand 
two, and for a de facto recog- 
nition of the existence of 
Northern Ireland as a geo- 
graphical entity. He still 
calls it a "statelet”. 

This would have to involve 


some participation, in a tri- 
umvirate - presumably 
under Mr Trimble’s chair- 
manship — or similar body, 
as well as in a cross-border 
arrangement. It is a very 
fine balance to strike. 

Ministers are not naive 
enough to believe that any 
of this is immediately 
achievable. They have until 
n e x t May to unruffle feath- 
ers, ami persuade Mr Trim- 
ble to reply to points made 
by Mr Adams in conversa- 
tion, or even to look at him. 
Mr Adams still talks in 
cliches about British occupa- 
tion. 

There is an element of 
fatalism in all this. If Mr 
Trimble wants to walk out, 
there will be no shortage of 
reasons for him to cite. 

If the IRA deems progress 
unsatisfactory, it is capable 
at any moment of returning 
to violence. But it is still 
there. 

John Kampfher 


London ‘best 
for business’ 5 

European Union company executives have voted Lsridon 

Europe’s best city for business for the eighth year run- 
ning. according to a survey published yesterday . 

The European Cities Monitor 1997. published by interna- 
tional property consultant Healey & Baker, showed.the 
UK capital won the accolade by a considerable margin in 
the survey or senior executives from more than 500 lead- 
ing European companies. Paris was second and Frankfort 
third. 

■ INTEREST RATES 

Bank has case for further rise 

The of England’s monetary policy committee meets 
again this week, with some analysts arguing that the UK 
central Hank still has a case to increase interest rates, in 
spite of the recent weakness of the London stock market 
Barclays Bank, in its quarterly economic review pub- 
lished today, says there Is still upward pressure on inter- 
est rates. , ^ _ __ 

This echoes the views of the futures markets. On Fri- 
day, the short sterling future was pointing to one more 
rate rise of 025 percentage points by the end of the year. 

Any decision to raise rates would come at an unusually 
sensitive The FTSE 100 index fell 127.9 points last 
week, with individual trading days showing sharp falls. 

Chris Wright, Barclays economics director, said: 

"Unless UK share prices fall substantially further, the bal- 
ance of argument still points to a s m a ll further rise in 
interest rates over the next three m on t hs." Daniel Green 

M AGRICULTURE REFORM 


Farmers question Europe strategy 

UK farmers’ leaders have "very severe doubts” about 
European Commission plans to reform the Common Agri- 
cultural Policy, it emerged yesterday. The National Farm- 
ms Union said the strategy, part of the Commission's 
Agenda 2000 proposals, ignores likely World Tra de O rgan- 
lg qtinn constraints. It said this would make it "extremely 
difficult for the European Union to avoid further, possibly 
far-reaching, changes to the CAP early in the next 
decade”. New WTO talks on agricultural trade are due to 
start in 1999. 

The view was expressed in written evidence submitted 
to the Agriculture select committee, which starts taking 
oral evidence tomorrow on the Agenda 2000 proposals. It 
is likely to find support in the agriculture ministry, which 
is thm i ght to favour tougher reforms than those proposed. 

The NFU is deeply critical that Agenda 2000 lacks "any 
proper consideration of WTO issues". Maggie Urry 

■ MINIMUM WAGE 

Union urges $7.33 national level 

Unison, the public service union, has urged the Low Pay 
Cammlssian to recommend a national minimum wage at 
an hourly rate of £4.42 ($ 7 . 33 ) - more than the current pay 
of 43 per cent of the union's L3m members. 

Unison is calling for an hourly rate on wage slips; the 
minimum wage to be an implied term of an employee's 
contract and enforceable thro ugh industrial tribunals; 
conciliation and arbitration to be available, possibly as a 
function of the Low Pay Commission; a simple means of 
requesting that a claim be investigated through local 
authorities and public agencies; and an appropriate 
inspectorate with«powers;of enforcement and action . 
through the county courts. Andrew Bolger 

■ DEFENCE 

Call over Bosnia mission costs 

The Treasury has started a renewed assault on the 
defence budget, demanding the military should bear the 
full £200-250m cost of the UK peacekeeping mission in 
Bosnia. 

George Robertson, defence secretary, is fiercely resist- 
ing the move, which comes shortly after the Treasury 
took £168oi ($279m) from the Ministry of Defence to avoid 
a winter crisis in the health service. 

The Bosnia mission is currently funded from the gov- 
ernment’s central contingency reserve, but Alastair Dar- 
ling, Treasury chief secretary, argues that the Army pres- 
ence should now be treated as a normal expense, similar 
to the commitment to Northern Ireland. 

An MoD spokesman said yesterday that if the depart- 
ment had to fund Bosnian operations it would seek an 
“adjustment” to the defence budget George Parker 

■ TOBACCO ADVERTISING 

Manufacturers attack government 

The Tobacco Manufacturers' Association yesterday 
accused the government of attempting in effect to bypass 
parliament by agreeing to a European Union directive 
banning almost all forms of tobacco advertising and pro- 
motion, 

EU officials will tomorrow consider a "compromise” 
directive, put forward by Luxembourg, which meets many 
of the UK’s objections to the directive. As a result, the 
tobacco industry said it expected the UK to back the 
directive at the health ministers' council meeting next 
month. 

UK support could help the directive go through on qual- 
ified majority voting. David Swan, the TMA's chief execu- 
tive, said yesterday that Tony Blair, the prime minister, 
had promised to consider all the options available before 
making a decision on anti-smoking measures and had 
promised a whitepaper on the issue. “Deliberations at the 
EU health council could effectively make this process 
irrelevant,” he said. Nicholas Timmins 


Japanese jam deal set to 
boost preserves group 


A BETTER APPROACH TO BUSINESS 


By Maggie Urry 

Chtvers Hartley, the 
preserves group, has won its 
first order from Jusco, the 
Japanese retailer, for a 
range of private label jams 
developed especially for it. 

The deal was hailed as a 
success by Food From 
' Britain, the government- 
backed group which pro- 
motes exports of food and 
drink from the UK and 
which opened an office In 
Japan two years ago. 

The Bret order, for 2JW0 
cases of strawberry and 
blueberry jam and orange 
marmalade, will put the Brit- 
ish jam on the shelves of 300 
supermarkets. It will com* 
pete with the leading local 
brand. Blue Flag, as a mass- 
market rather than a luxury, 
niche brand. 

Andrew Stokes, marketing 


manager at Cbivers, said the 
order from Jusco, Japan's 
third largest food retailer, 
was the culmination of 
extensive work on meeting 
Japanese tastes and prefer- 
ences. It was placed almost 

two years to the day since 
Mr Stokes first visited Japan 
on a trade mission led by 
Food From Britain. 

He said; "In dealing with 
Japanese retailers, persis- 
tence and patience are the 
watchwords." After initial 
contact on the trade mission, 
Jusco executives had visited 
Chivers’ factory near Cam- 
bridge and had been thor- 
ough and detailed in their 
demands. As a result, Oliv- 
ers altered the recipes to 
include more fruit and less 
sugar, developed the blue- 
berry flavour and switched 
to smaller jars, as Japanese 
shoppers make more fre- 


quent trips to buy food, use 
jam more sparingly than 
British consumers do, and 
have less storage space. 

Olivers developed a new 
brand, “Cambridgeshire”, for 
the range, which will be 
exclusive to Jusco. The label 
carries a sepia picture of 
King’s College Cambridge, 
playing on Japanese respect 
for British seals of learning. 

With the UK jams market 
static or slightly declining, 
exports are one area of 
growth for the company. 
Exports are at present less 
than is per cent of Chivere' 
turnover, with France, Ger- 
many and Holland its largest 
markets. Mr Stokes said the j 
deal with Jusco would far 1 
exceed its existing exports to 
Japan, and he saw potential 
for the country to become 
Olivers' ’ fourth largest : 
export market i 


Brussels urged to end 
takeover law proposals 


By Robert Rice, 

Legal Correspondent 

The UK’s Takeover Panel 
has called on the European 
Commission to drop its pro- 
posal for a law to regulate 
takeovers in the European 
Union following advice from 
a leading lawyer that the 
proposal is unlawful under 
EU law. 

A legal opinion by David 
Vaughan QC. commissioned 
by the panel, says the draft 
directive on takeover bids 
falls to satisfy the principle 
of subsidiarity enshrined in 
the protocol to the recently 
signed Amsterdam Treaty. 

Alistair Defries, the pan- 
el’s director-general, has 
written to Mario Monti, foe 
single market commis- 
sioner, saying that foe pro- 
posal should either be with- 
drawn altogether or 


replaced by a recommenda- 
tion or voluntary code. Mr 
Monti has yet to respond. 

The UK has opposed all 
attempts by Brussels to 
introduce a European 

regime for regulating take- 
overs on the. basis that it 
would threaten the UK’s 
uon-statutory system for 
regulating bids. 

Although the curren t 
draft directive is based on 
the City Code on Takeovers 
and Mergers and would not 
require foe UK to change Its 
system, foe panel says incor- 
porating ft in UK legislation 
would result In nuisance lit- 
igation designed to frustrate 
or kill off bids. 

The directive is scheduled 
to come into force next 
April, but tito panel believes 
foe European Commission 
may be having second 

thoughts. 


foar months after it was 
returned from the European 
Parliament with several pro- 
posed amendments for safe- 
guarding workers’ rights in 
takeovers, the draft has still 
not been revised by the 
Commission. 

Conn ell of Ministers' 
working group meetings last 
week were postponed and 
are not expected to take 
Place before December. 

The panel believes foe 
commission faces a dilemma 
because while some or the 
MEP’s amendments are 
acceptable, others would 
prove too politically oontro- 
vcrsial for the directive to 
become law. 

The panel says Mr Monti’s 
recently published action 
Plan for completing foe sta- 
sis market programme falls 
to mention foe takeover 
directive. 
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FINANCIAL TIMES MONDAY NOVEMBER 3-1997. 


AN IMPORTANT MESSAGE 
TO DIGITAL CUSTOMERS 


On October 27, Digital and Intel announced an agreement to significantly enhance our commercial 
relationships and resolve our intellectual property dispute. This agreement is subject to government 
approvals, but when completed will allow Digital to bring substantial benefits to our customers. 


Among them are: 
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21st Centuiy Alpha. Alpha, one of the 20th century’s first 64-bit technologies, will enter the next 
century as the world’s most advanced 64-bit platform, with full support for Open VMS™ Digital UNIX* 
and Windows NIT" The advantage? You don’t have to wait to enter the 64-bit world. 
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World Glass Digital UNIX. Customers and software vendors can invest with confidence in Digital’s 
award-winning 64-bit UNIX running on Alpha. In addition, software written for Alpha today will 
run easily on IA-64 in the future. (Who says you can’t have your cake and eat it too?) 
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As the first enterprise company to endorse Windows NT (way back in 1992), we have the 
industry’s broadest line of high performance systems, both Intel and Alpha. We have more WNT- 
certified engineers than IBM, Compaq and HP combined. And we are now working with Microsoft, 
our strategic partner, as Microsoft develops a common programming model for 64-bit Windows NT 
for the Alpha and IA-64 architectures. 
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Eliminate risk. You have enough risk in your life. Uncertainty about the relationship between two 
key suppliers did not make your job any easier. We’ve fixed that You can have confidence buying 
Digital Alpha and X-86 systems today as well as Alpha and IA-64 systems in the future. 


The bottom line? This deal is good for Digital, because it’s good for our customers. 
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THIS WEEK 


D ario Fo has few fans in 
Palazzo Marino. 
Milan’s imposing city 
hall facing tbe famous 
La Seal a opera house. The city's 
right-wing council was noticeably 
irritated by the recent decision to 
award this year’s Nobel prize for 
literature to the popular Milanese 
comic actor and author who has 
transformed agit-prop farce into a 

One art. 

“They are already asking us to 
name a theatre after him ." mut- 
tered one city councillor the 
other day. "There are so many 
other Italian writers who 
deserved to win. And now I sup- 
pose we'll have to organise some 
sort of party for the man." 

A far bigger and flashier party 
is likely if. as expected. Rudolph 
Giuliani wins tomorrow a new 
term as mayor of New York and 
accepts an invitation from 
Milan's business community and 
endorsed by Gabriele Albertini, 
the new mayor, to visit Italy's 
northern metropolis next year. 

The '“zero tolerance" mayor of 
New York, an Arnold Scbwarzen- 


A little help from Broadway 


egger of local government, 
appears to have become the new 
idol of Milan’s city fathers. 

His somewhat controversial 
success in reducing the Big 
Apple's crime rate, c leaning up 

the city and reviving tourism has 
dearly impressed the new right- 
wing administration, which 
wrested Palazzo Marino from the 
separatist Northern League in 
local elections earlier this year. 

The good burgberm asters of 
Milan have asked Mr Giuliani to 
tell them “bow to combat crime, 
integrate immigrants, tackle the 
problem of the homeless, stimu- 
late the city's cultural life and 
tourism". Their Invitation raises 
an interesting question. Has the 
quality of life in Milan really 
reached such intolerable depths 
that it has turned tbe capital of 
high fashion and Italian 
into Europe's answer to the 
South Bronx? 


DATELINE 


Milan: the city’s 
hard-pressed 
councillors are 
turning to New 
York for advice, 
writes Paul Betts 


Reading La Notte, Milan's even- 
ing newspaper, on the commuter 
train the other day you would 
have thought you were escaping 
not from Harlem but from 
Gotham City with no Batman in 
sight Hie front page revelled in 
a story about a young barwoman 
found strangled in a school play- 
ground run by nuns, next to a 


piece about tbe stoning of a taxi. 
But the pt&e de resistance was 
inside. The mummified body of a 
South American woman had 
been found in a bath. The photo- 
graph of the bloodstained tub 
was worthy of Hitchcock. 

Every day there are stories of 
fights between illegal immigrants 
and drug dealers, not just in the 
derelict suburbs but under the 
arches near the cathedral or the 
staziane centrale, Milan's own 
Grand Central station. 

Even poor old Mago Zurii, a 
conjuror who was one of Italian 
children television's mast popu- 
lar personalities a few decades 
ago, was mugged recently on a 
platform waiting to pick up his 
wife. 

It is all too easy to exaggerate 
the true picture. The fact is that 
for an its ngUnass Milan is proba- 
bly still one of the most livable 
places in Italy as long as you can 


get out at weekends to take some 
fresh air in the Alps or by the 
seaside. 

The Milanese are fond of their 
city, but they have become 
increasingly dejected by the drug 
problems, the traffic congestion. 

the graffiti, and the filthy parks 
and streets. - 

A recent poll showed that, 
given the choice. 25 per cent of 
the population would move to 
another city, compared with only 
15 per cent five years ago. Hie 
poll found that crime and safety 
had become the main concern, 
followed by traffic, environment, 
cultural decline and poor public 
services. 

The new mayor is well aware 
of the c halleng e he faces. To his 
credit, he admitted the city was 
now even dirtier than when he 
took over - to the annoyance of 
his main political sponsor. Silvio 
Berlusconi, the Milanese media 


mogul and the country's right- 
wing opposition leader. . 

A former bead of Italy's metal 
and mechanical engineering 
employers' federation, and a 
small businessman himself, Mr 
Aih prhm wants to manage the 
city along the lines of a success- 
ful company. 

He has appointed a “city man- 
ager** to act as chief executive of 

city bafi. He has sought to dis- 
tance himself from his patrons. 
And it is said he has drafted a 
letter of resignation which he 
keeps in his desk ready to sign 
should he face unacceptable 
political interference. 

He is full of good, practical 
intentions. But Italy’s Kafka- 
esque bureaucracy and Byzantine 
regulations have already proved 
a formidable obstacle. 

For example, Mr Albertini 
believes he could improve safety 
simply by putting more police- 


men on the streets. But then? is 
an odd regulation In "Milan 
whereby after five years on the 
beat a policeman can get a desk 
job. So the city has more item 
4.000 policemen and women shuf- 
fling paper and barely aw on the 
streets. And those with Hdfice 
jobs have no intention of putting 
on their walking boots again. 

Last month Mr Albertini took 
bis team of councillors and advis- 
ers to a leafy retreat on the 
banks of Lake Maggiore to .ham- 
mer out a strategy for the revival 
of Milan. And now lie hopes to 
g^in a little help, if Mr Giuliani is 
re-elected, from Broadway. - 

If he fails, the now Nobel prize 
winner may come tn haunt him. 
Mr Fo. fed up with the council’s 
indifference to his literary' acco- 
lade. has decided to throw a bash 
of his own in Brera. Milan's Latin 
Quarter. 

At least it will give people 
something to cheer about in a 
city where. Mr Fo says, the 
young have little else to do in the 
evening except “throw a few 
bricks at a black man". 


The Monday Profile: Tasuku Takagaki, Bank of Tokyo Mitsubishi 

Size isn’t everything 


R unning the world’s big- 
gest bank might appear 
a job that would make 
any ambitious executive 
brim with pride. But ask Tasuku 
Takagaki. president of tbe Bank 
of Tokyo Mitsubishi (BTM). how 
he feels about tbe accolade and 
the reply is striking. 

“I feel a little ashamed," says 
Mr Takagaki. who at 68 is argu- 
ably one or Japan's most power- 
ful bankers. He is moving to tbe 
role of chai rman next year. 

“Perhaps a few years ago I 
might have been proud [of head- 
ing the world's biggest bank]. 
But now that has changed. Being 
big is not tbe only important 
thing" 

His comment partly reflects 
modesty - and a business culture 
which puts emphasis on the 
enterprise rather than the indi- 
vidual. Like many Japanese busi- 
ness leaders, Mr Takagaki has 
maintained a level of invisibility 
that would be alien to Wall 
Street. He rarely gives inter- 
view’s. has never graced the cover 
of a business magazine, and is 
barely known outside Japan’s 
elite banking circles. 

But humility is not the only 
reason for his unease. For as he 
comes to the end of his career. 
Mr Takagaki, like all Japanese 
bankers, is gripped by a debate 
about banking goals. 

When he started his career in 
banking over 40 years ago, being 
big was almost the only measure 
of success. Tbe banks' main role 
then was to finance the indus- 
trial reconstruction of post-war 
Japan rather than produce prof- 
its for shareholders. 

But the climate is changing. In 
recent years the banks' profits 
and share prices have fallen. The 
question puzzling western 
observers now is whether this 
will push veteran bankers like 
Mr Takagaki into changing their 
business style and moving 
towards an Anglo-Saxon profit- 
driven culture. 

Like most businessmen of his 



generation. Mr Takagaki was 
educated only in Japan. During 
his career he has worked in the 
US and Europe, and completed a 
stint in the Asian Development 
Bauk. He speaks English with 
confidence and charm. Unlike 
many Japanese executives, he 
has no qualms about meeting 
journalists alone. And he uses 
the language espoused by west- 
ern shareholders with ease. 

As he regularly tells investors, 
he wants the “Big Bang” deregu- 
lation of the Japanese financial 
sector to turn his bank into a 
global bank. He wants it to move 


into higher margin businesses to 
boost underlying profits. And he 
wants the group’s underlying 
return on equity, a mere 7 per 
cent to be raised. 

“When I say I am ashamed of 
our size, what I mean is that we 
need to use our assets in a more 
profitable way," he explains. 

And he is keenly aware of out- 
side judgment His recent reading 
material, for example, included a 
critical report by the US invest- 
ment bank Goldman Sachs. This 
argues that BTM cannot raise its 
return on equity rapidly unless it 
drastically cuts its size. 


“The advice of Goldman Sachs 
is difficult to swallow, but we 
need to give it consideration," be 
says, confessing that until be 
read the report he had never real- 
ised the startling fact that BTOTs 
assets are equivalent to 15 per 
cent of Japan's GDP. 

BTM, as its name suggests, is 
essentially a hybrid: it was 
formed two years ago by a 
merger between the domestically 
orientated Mitsubishi Rank and 
the Bank of Tokyo, previously a 
specialist foreign exchange bank. 

Before the merger. Mr Taka- 
gaki was president of the Bank of 
Tokyo, and he personally backed 
the merger. But fusing the cos- 
mopolitan Rank of Tokyo with 
the conservative Mitsubishi has 
been a difficult task. Two years 
later, the strains are clear. 

“If you ask me whether I think 
the merger was a good idea, then 
I say that in terms of corporate 
strategy it was the right deci- 
sion," he explains. “But at a 
h uman level, was it a happy deci- 
sion? Well, I am not sure. . 

The internal tensions make 
radical action difficult. He 
favours cutting STM’s board, but 
does not expect to move to west- 
ern levels. 

“We have already cot the mem- 
bers from 75 to 63, but we cannot 
cut fast." he explains. Though 
the hank is seeking efficiencies, 
there are no plans to become like 
a US bank in implementing hir- 
ing and firing policies. 

Yes, he explains, he wants 
STM’s assets trimmed, but not at 
the scale that Goldman Sachs 
would advocate. And though he 
would like a share buy-hack, this 
is unlikely to occur soon. 

“If you are running a company, 
is the return on assets really tbe 
only target? I am not sure. 

“I think Japan is going to 
change faster in the next five 
years than it has in the past 20. 
and the change will he radical 
rather than gradual." 

Gillian Tett 


FT GUIDE TO: 


MAYORS IN THE US 


Several big odes in the US are electing their 
mayors tomorrow. What role does a mayor have 
in running a city? 

An increasingly important ona Once derided as 
supervisors of “street lights, dog-doo and parking 
meters", mayors are now at the forefront of whole' 
areas of social policy in their cities, many of them 
building national reputations in the process. 

As the federal government has retrenched over 
the last few years, mayors have been left to pick 
up tbe pieces and are beginning to make impor- 
tant progress in developing workable policies for 
welfare reform, education, race relations and 
other matters. 

So they are pretty powerful individuals? 

That depends on the city. In New York, the mayor 
is the big cheese in tbe Big Apple; in Miami, he 
ranks somewhere between the chief rat catcher 
and the head of the local dog pound. US local 
government is a bewildering constitutional patch- 
work smd the powers of city mayors are the prod- 
uct of at least a century of evolution and vary 
widely. 

To some extent, their power is determined by 
the state. Much of what the federal government 
used to do has been devolved to the states. But 
many states have been happy to pass the burden 
on to the cities. In a few cities, however, the local 
bureaucracy has ' been brought to the point of 
collapse by middle-class flight to the suburbs and 
financial distress. Hoe mayors are mere figure- 
heads of little constitutional gi gnifiranrg. These 
are the exceptions, though. Overall, there is little 
question that mayors as a whole are regaining 
lost ground. • • ..... 

Who are. some of this year's "successful mayors? 

New York’s Rudy Giuliani is, without a doubt, the 
most nationally prominent, at least for the right 
reasons. The former public prosecutor with the 
irritating giggle and the comb-over haircut was 
elected four years ago, a Republican in an over- 
whelmingly Democratic city. His first term has 
Invited comparison with that of the godfather of 
US mayorship - Fiorello LaGuardia, mayor of the 
city m the 1930s and 40s and immortalised in the 
eponymous New York airport. ‘ 

Mr Giuliani has presided overa marked fall in 
violent crime, declines in public health problems, 
notably AIDS, and most importantly, the first 
World Series win by a New York baseball team in 
a decade - the Yankees slugging their way to 
victory last year. All of which makes him a 
shoo-in for re-election tomorrow. 


Anybody else? 

One or two others have semi-national status. 
Richard M. Daley, son of a famous father, has 
done an impressive job in improving the public 
education system in Chicago, and was singled out 
last week by President Bill Clinton for special 
praise. He was re-elected earlier this year. Two 
fiaiif nmians have also been prominent in the past 
year - Willie Brown in San Franciso and Richard 
Riordan. another Republican, who ended decades 
of Democrat control in Los Angeles a year ago. 

In Detroit, that 1990s metaphor for urban 
decline, Dennis Archer, has begun the process of 
resurreriang the city’s fortunes, securing a deal to 
revitalise the decrepit downtown area. Norm Rice 
of Seattle has played his part in making tbe city 
“America’s Best Place To Live", according to 
every quality-of-life survey. A $500m facelift for 
the downtown area was one of his achievements. 

And then of coarse there’s Washington DC? 

“Moscow on the Potomac" it has been called, but 
that seems harsh on Moscow. Mayor Marlon 
Barry is regarded as a victim by blacks and they 
have tbe electoral muscle - they make up two- 
thirds of the city’s papulation and reelected him 
after a period in the wilderness that followed his 
conviction for cocaine possession. The near finan- 
cial collapse of the city last year has changed 
thing s - much of Washington's affairs are now 
run directly (again) by the federal government 
Mayor Barry remains as popular as ever. 

What are the political implications of the increas- 
ingly prominent role played by mayors? 

Fiorello LaGuardia once- famously said there 
wasn't a Democratic or ~a Republican way to'col- 
lect the garbage, but with more powers being 
devolved to the cities, that may change. The may- 
oralty used to represent the local bastion of Dem- 
ocratic party power. Now New York and LA, the 
two largest cities, are both firmly in the Republi- 
can camp, and Republicans are leading the way in 
many areas of welfare and education reform. 

Most cities across the world have the kind of 
mayors you’re talking about And now London 
may be getting one. 

Indeed. The UK government last week published a 
bill preparing for a referendum next year to find 
out whether Londoners want their own local 
authority and elected mayor. 


Gerard Baker 
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Peter Norman • Economics Notebook 


The taxpayers are revolting 

Two of Germany’s wealthiest states are leading the fight for reform 


R evolt is not a word that 
springs to mind in con- 
nection with Germany. 
The federal republic, 
with its host of regulations and 
an embattled welfare state that 
still aspires to coddle the citizen 
from cradle to grave, is the home 
of strong vested interests for 
maintaining the status quo. 


But revolt aptly describes the 
behaviour of Germany's taxpay- 
ers and contributors to state 
social security. "I would like to 
see the German who still sub- 
mits an honest tax declaration,” 
the weekly newspaper Die 
Woche quoted Roman Herzog, 
Germany's president, as saying 
last month. “Anyone abiding by 
tbe law must often feel an idiot" 

The Institut der deutschen 
Wirtschaft (IW). the economic 
research arm of the Cologne- 
based federation of industry 
fBDD. has estimated that Ger- 
many’s informal economy bal- 
looned from DM103bn in 1975 to 
DM518bn (£188bn) this year. This 
more than fivefold increase in 
just over 20 years boosted the 
black economy from 6 per cent 
to 15 per cent of gross domestic 
product. The cost to the German 
state this year is thought to he 
about DM125bn in lost tax reve- 
nues and DMllObn in lost social 
security contributions. 

Hardly a week goes by without 
news of a raid by German tax 
investigators on a bank head- 
quarters. The raids, aimed pri- 
marily at finding customers with 
undeclared earnings abroad, 
have triggered high-profile resig- 
nations. Some reports suggest 
that 80,000 Germans are under 
Investigation for tax evasion. 

Theo Waigel, finance minister, 
wifi next week convene a meet- 
ing of experts to forecast tax rev- 


enues for this year and into the 
next millennium In the sure 
knowledge of shortfalls running 
into billions of D-Marks. Some 
deficiencies will reflect teething 
troubles associated with recent 
changes to the tax system such 
as the abolition of wealth tax 
and changes to inheritance tax. 
But, as Germany's six leading 
economic research institutes 
noted last week, others will 
result from tax evasion and 
avoidance. 

Mr Waigel did not wait last 
week for the deliberations of the 
working group. He imposed an 
almost total freeze on new dis- 
cretionary spending by the fed- 
eral government. 

Until now. however, the tax- 
payers' revolt has been a private 
sector matter. No longer. Two of 
Germany's richest federal states, 
or Lender, have served notice 
that they will no longer tolerate 
tbe present system of “financial 
equalisation" which channels 
revenues from their above aver- 
age economic performance to 
poorer states in tbe federation. 
The revolt could now have sig- 
nificant implications for Ger- 
many’s economy and society 
and. possibly, for the country's 
relations with its European 
neighbours. 

Bavaria and Baden Wttrttem- 
berg have taken the first step 
towards challenging the system 
of financial equalisation in the 
constitutional court 

Last month, a special study 
commissioned by the two Lander 
found that Germany's financially 
strong states had to transfer 
more than 90 per emit of the tax 
revenues originating in their ter- 
ritory that exceeded the national 
average to poorer regions. Hans- 
wollgang Arndt, the lawyer who 
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wrote the report, concluded that 
this was unconstitutional in the 
light of a constitutional court 
ruling two years ago that no tax- 
payer should be expected to cede 
more than 50 per cent of income 
to the state. 

A fter taking account of 
additional 1 federal trans- 
fers, Baden-Wflrttem- 
berg was transformed 
last year from Germany’s third 
ranking state in terms of its 
financial strength into the sec- 
ond weakest. Bavaria slipped 
from fourth strongest to being 
the weakest of the 16 Lander. 

The heavily indebted Saarland, 
governed by Oskar Lafontatoe, 
leader of the opposition Social 
Democratic Party, saw its rank- 
ing soar, thanks to the subsidies, 
from mb to third. The . city state 
of ' Bremen, also : heavily 
indebted, jumped from- fifth to 
first The graph above show& the 


scale of gain and loss, expressed 
in D-Marks per Inhabitant. 

If nothing else, the initiative of 
Bavaria and Baden-W&rttemberg 
will help keep alive the cause of 
tax reform in Germany following 
the failure of the government’s 
recent bid to cut income tax 
rates and curb tax privileges. 
The present income tax system, 
with a top' rate of 53 per-cent 
Idas a “solidarity surcharge" lev- 
ied to help finance eastern Ger- 
many. is incompatible with the 
principle that taxes should not 
exceed 50 per cent of income. 

' If the case -goes to court and 
Bavaria and Baden WOrttember-g 
win on the basis of this princi- 
ple. the two states would be 
riche- by DML4bn and DMiJ&n 
respectively a year. They and 
other donor states would have 
additional finals for modernising 
and restructuring their econo- 
mies at the -expense of their 
neighbours. 


This greater differentiation ii 
wealth would almost certain]; 
trigger fiercer competition insidi 
Germany for new busines; 
investment with the riche: 
states having a clear advantage 
It would also create pressure foi 
the states to be given powers ti 
fix and levy taxes, rather than b< 
allocated a share of revenues. 

Some politicians think tbi 
issue highlights the need foi 
changes in the political map ol 
Germany through a reordering 
of the federal states with tbs 
absorption of small, financiallj 
weak states such as the Saarland 
and Bremen by their rfchei 
neighbours. Erwin Huber, Bavar 
ia’s finance minister, believes 
the present system binders 
removing the structural deficits 
of 'financially weaker states, 

A stronger, more convincing 
federalism is only possible in the 
long term with strong federal 
states. Only a new ordering of 
the states could achieve that." 
Mr Huber said. 

■Hie move by Bavaria and 
Baaen WtLrttemberg may have 
an even wider impact. Action 
JJtmting financial transfers 
befween states inside Germany, 
hitherto the most passionate 
supporter of European integra- 
tion, could ease concerns that 
Europe's planned economic and 
monetary union wUl degenerate 
into a mechanism for transfer- 
ring funds from strong to weak 
members. 

But the German taxpayers’ 
revolt should also set alarm bells 
rmgmg in other European Union 
capitals. It will reinforce Bonn's 
determination to seek a reduc- 
tion in Germany’s net contribu- 
. the EU budget, an Issue 
is already making Germany 
a more difficult EU partner. 
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No Nigels i|i modem classics 

The classical music industry is lookpg for new ways to boost sales, writes Alice Raws thorn 


1 f you walk into a OK 
record store today, 
after squeezing past the 
Spice Girls tans clam- 
ouring for copies of their 
new album, you might find 
another new release, a 
recording of Elgar’s Violin 
^oncerto, by the Birmingham 
Symphony Orchestra and a 
violinist called Kennedy. 

The violinist is better 
known under his full 
Nigel Kennedy. He and his 

record company, EMI Clas- 

^ cs - have dropped the 
‘T'ligel" to an attempt to per- 
suade the public to forget 
the M punk violinist" who 
once sold 2m copies of his 
Vivaldi’s Four Seasons. 

“Nigel's changed," says 
Theo Cap. managin g director 
or EMI Classics (UK). “He 
wants to be positioned as a 
first-class violinist again." 

Every element of EMTs 
strategy for relaunching Mr 
Kennedy is intended to pres- 
ent him in a “serious" light. 
Meanwhile, publicists at 
BMG/Conifer, a .rival classi- 
cal record company, are 
busy trying to schedule slots 
on populist television pro- 
grammes, such as the lies 
O'Connor show and The 
National Lottery Live, for 
Lesley Garrett, their star 
soprano, whose new album, 
A Soprano Inspired, cranes 
out in a fortnight. 

Ms Garrett has striven to 
broaden her audience by 
singing My Fair Lady at the 
Hollywood Bowl, and includ- 
ing Climb Every Mountain 
among the Handel songs on 
A Soprano Inspired. She can 
afford to strike an accessible 
image because she is still 
highly regarded within the 
opera world; whereas the 
violini st-formerly-known-as- 
Nigel faces a tough task in 
rebuilding his image »mrmg 
classical purists. 

His television appearances 
to publicise the Elgar album 
will be scrutinised by EMI 
and. no, Mr Cap does not 
consider Des O’Connor or 
the Lottery show to be “suit- 
able for Nigel right now”. 
Press interviews will also he 
rationed, and even the 
design of the album cover is 
deliberately self-effacing. 

It features a photograph of 
a bulldog (chosen to symbol- 
ise the British nature of the 





The album covers from BMG/Crarifer’s Lesley Garrett and EMTs Kennedy: can they boost sluggish classical record sales? 


recording) rather thaw Mr 
Kennedy himself, the 
composer, Edward Elgar, 
gets top baling. 

Like other classical record 
companies. EMI desperately 
needs star performers whose 
albums are capable of ach- 
ieving significant sales in a 
lacklustre market. ... 

Classical record sales have 
been sluggish throughout 
the 1990s, felling from. 16.68m 
units in 1990 - when' the' 
Three Tenors' in Concert, the 
best-selling classical record- 
ing ever, was released - to 
14.71m last year, according 
to the British Phonographic . 
Industry; The core market of 
devoted classical collectors 
has remained fairly stable, 
but the industry has had 
little success in expanding It. 

. “Sometimes . you hear 
people working in classical 
music complaining that their 
core customers are all in 
their 60s, 70s and 80s, but it 
isn’t true," says Neil Boot, 
marketing director of Virgin/ 
Our Price, the WH Smith 
subsidiary which is one of 
the UK’s largest record 
fthahut- 

“There's a healthy market 
of serious collectors out 
there. It’s a niche market 


compared to rock and pop,, 
but it’s sizeable. The prob- 
lem is. that it isn’t gettin g 
bigger." 

The companies that domi- . 
nate the martra*. the special- 
ist classical subsidiaries of 
multinational groups such 
as the UK’s EME and Poly- 
Graxn of the Netherlands, 
continue to repackage exist- 
ing recordings and to issue 
new releases for collectors. 

However, the profit mar-' 
gins on riaaaUml mnete are 
considerably lower than for 
rock and pop, partly because 
the cost of recordings involv- 
ing entire orchestras and 
opera companies are so 
much higher, and partly 
because the level of sales is 
generally lower. 

When the rock and pop 
markets were buoyant in the 
early 1990s, the multination- 
als took a lenient view of the 
performance of their classi- 
cal labels. They have since 
become far tougher, as rock 
and pop sales have stalled. 

PolyGram, EMI, Sony and 
Bertelesmann have reshuf- 
fled the management erf their 
classical subsidiaries. The 
-new managers have cut 
costs, by ahgddtng staff and 
deleting weak sellers, and 


are now trying to find ways 
of sales. 

Until recently, classical 
labels were convinced that 
they could expand their care 
market by persuading the 
people who bought cheap 
compilations of accessible 
music - such as The Best 
Classical Album In The 
World. . . Boer! and The Best 
Opera Album In The World 
... . Boer!, each of which has 
sold 250000 units for EMTs 
Virgin Records - to pur- 
chase complete recordings of 
gym phorriw^ operas and con- 
certos. 


T hose hopes proved 
unfounded. “Compi- 
lations sell very 
well in the short 
term," says Tony Shaw, clas- 
sical product controller at 
the HMV record chain. “But 
there's absolutely no evi- 
dence to suggest that people 
then move on to buy full 

price riaminal albums.” 

Record companies have 
tried 'other ways of drawing 
new consumers into the core 
classical market. This sum- 
mer, EMI invested heavily in 
developing its Mini Classics 
series, a collection of 80 well - 
known pieces of classical 


Durex builds a global brand name 

Roger Taylor sees a creative approach to se lling condoms 

A dvertising - con do ms and tarn- world free of interference from local cessful and got the Durex name men- 
pons has never been easy, regulators. ... tinned in mostUK newspapers. 

There are always peopte who Satellite television is another. In the US, where Durex is not the 
would prefer not ta see n*ch The^elevant advertising regulations leading brand, Loudon International la 


A dvert ising - con do ms and tam- 
pons has never been -.easy. 
There are always people '.who. 
would prefer not to see such 
items mentioned in public,- :..L 

Patrick Legrand is well used to deal- 
ing with the problem. He has recently 
moved from Tambrands, where he was 
a brand manager for Tampax tampons, 
to London International Group, where 
he will spearhead the company's new 
global marketing strategy for It fore- 
most product, Durex, 7 the world's lead- 
ing brand in condoms. 

The challenge In both cases has been 
raising the profile of a product which 
is liable to cause offence or embarrass- 
ment just by the mention of its name. 

Many countries have restrictions on 
the advfartfeing of such products --for. 
example, Malaysia bans television and 
press advertising of condoms. 

But there are ways of getting round 
this problem. The intranet is one. It 
allows a company to communicate 
directly to consumers all over the 


void free of interference from local 
regulators. . . . 

Satellite television is another. 
Tfcfcrelevant advertising regulations 
are- those -applying in the country 
from which tie signal is first transmit- 
ted. As a result, London International 
is able to nun a worldwide campaign 
for condoms on MTV, the satellite pop 
music dnnad, using advertisements 
which are not subject to local 
regnlatfop. 

But controversy can also be turned 
to the company's advantage to whip 
up coverage in the media. 

London International conducts an 
annual global survey on sex. The lat- 
est, released last week, includes an 
array of trivial statistics fra- exam- 
ple,. that the French have sex more 
often than the British but Britans do it 
for longer; and while men are more 
likely to want their partner to wear 
sexy underwear, women want their 
partner to drink less. 

As . a PR stunt it is extremely suc- 


cessful and got the Durex name men- 
tioned in mostUK newspapers. 

In the US, where Durex is not the 
leading brand, London International is 
taking stronger measures. It has had a 
lot of coverage by funding a campaign, 
spearheaded by Jane Fonda, called 
Truth for Youth to fight “abstinence 
only” sex education programmes. 

Mr Legrand’s arrival at London 
Inte rn ational is the latest step in the 
company's plan to build the Durex 
name into a global brand. It has been 
buying local condom brands around 
the world and is bringing them 
together under a single brand identity. 
Mr Legrand says the company is now 
in the second stage of this process. 

Having defined the brand values and 
.after extensive market research, the 
company has decided that Durex is to 
be the “sensitive, loving, feeling 
brand". It is now ensuring that all 
local brands are under the global 
umbrella and promoting the Durex 
name world- wide. 
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Crumbs from the golden cake 


One of the 
wonderful 
things' about 

the world 

wide web is 

Jr, iiW ' ^ hat 016 mnn - 

her of- people 
using it. is so 
^HIHMlaxge -.and is 
set to grow rapidly - that 
performing even a minor ser- 
vice to a small perewitage of 
users can be big business. 

This reminds me of a line 
from Tom Wolfe’s novel. The - 
Bonfire of the Vanities, when 
Sherman McCoy, the invest- - 
meot banker hero, is asked 
by his daughter exactly what 
he does. As. be struggi cs to 
explain the basics of meigBis . 
and acquisitions to a flv^- . 
year-old, his estranged wife 
steps in with a pithy answer. 

She tells her daughter that 
McCoy is like someone 
whose job it is to pass 
around slides of an Immense 
cake made of solid gold, and 
his pay consists of being 
allowed to keep the golden 
crumbs that fell as the shoes 

arc cut. „ 

The best example of. a., 
“golden crumb" business te 
now one of the most promi- 
nent businesses on the inter- 
net: Yahoo. Founded by * 
pair of Stanford students 
who simply wanted to main- 
tain a Joint list of their 


favourite sites an toe Web, 
Yahoo is now a powerful 
cbntoat conglomerate offer- 
ing an impressive range of 
free information service* 

It makes money both from 
advertising and from com-, 
missions on the revenues 
from transactions carried 
out fay its users with other 
' companies who pay for a. 
produce on its site. 

But Yahoo is not; the only 
business . whose model . is 
based on .the gedden crumb 
principle. Two weeks ago, I. 
came across what . looked 
like 'an idea that , is so small 
as to be almost insignificant 
' but brilliant .all the same. 
Lured by an advertisement 
on a search' engine, I found 
myself at a site called 

wwwjorhaie^ookiescom. 

; Displaying a Chinese* 
looking medallion hearing 
the legend “Master Fu For- 
tune Cookie", the site’s 
home page invites you to 
click through, to a page 
showing pictures of three 
fortune cookies. Beneath 
each is the word “crack". 
Above the cookies is a ban- 
ner ad. 

Whect you dick on the 
crack or the cookie, a scrap 
of paper opens up containing 
mi epigram for the day. Try 
again, and -the site wants 
that you ore allowed to open 


only -one cookie a day. 
Banal? Maybe, but the site 
provides 10 seconds of tight 
entertainment. 

- My first reaction was that 
this was a wonderfully 
.' recursive business idea. The 
site pays for advertising 
space on other sites to draw 
people to it, but displays 
hwnngr arte winch other com- 
panies, will pay for. 

The idea looked like a 
prfflzrffilng way to raise reve- 
nue with Cheap content - 
the network equivalent of a 
magazine with almost zero 
editorial costs but a valuable 
' advertising franchise. 

Unfortunately, it wasn't 
quite Bke that After a few 
visits I noticed that the ban- 
ner ad always seemed to be 
the same hnk -to a rather 
dull south German lottery. 

- -But there are other real 
businesses based on the 
.gulden crumb. Wired News 
reported last week -an com- 
panies that -have found ways 
. to profit from mistyped web 
addresses. One of them, 
Nerds Inc, has set up a ser- 
vice called “typomet”. 

When you mistype a name 
t ya Aa.com, for instance - 
you arrive at a web page 
.which, suggests that you 
probably missed the second 
'o’ from yahoo, and Invites 
you to duck on a Hnk to the 


right place. Before doing so, 
it shows yon an advertise- 
ment which has been paid 
for by another company. 

The site cannot be accused 
of claiming any association 
with toe uniform resource 
locator (URL) you intended 
to type. Its home page 
describes the service as: 
"The first World Wide Web 
URL spell checker”. 

Another group. Data Arts, 
uses the same principle to 
promote its business. It has 
registered dozens of domain 
warn pr that are similar tO 
popular sites - Duracel, Bud- 
waiser, Cicso, Infseek, Brit- 
ish- Air, Webcrowler, Levy- 
Strauss. Mitabilis, Lotos, 
KaivinKleln and Novell! - 
and displays a page cm each 
of them- advertising its own 
services. 

To protect itself from trade 
mark complaints. Data Arts 
begins each page with the 
message: "You have made a 
typo - we are not affiliated 
with or endorsed by your 
tatgeteddestination." 

Both groups provide a 
pointer to entrepreneurs. 

The principle is this: find a 
golden cake that is large 
enough, and then work out a 
way to get some of the 
cru m b s. The results, as Sher- 
man McCoy’s wife knew so 
well, can be very lucrative. 


music, each lasting about 20 
minutes, which retailed at 
£2£9, roughly the same price 
as a pop single. 

EMI hoped that Mini Clas- 
sics would be the musical 
equivalent of the successful 
Penguin 60s series erf literary 
extracts, and that it would 
also act as an accessible 
introduction to longer classi- 
cal recordings. 

Retailers responded posi- 
tively and EMI shipped large 
quantities of its Mini Clas- 
sics to supermarket chains. 
But consumers were less 
enthusiastic and fewer than 
80,000 copies were sold, well 
below EMI's expectations, 
according to Mr Cap. 

Recent research by Virgin 
Records among affluent, 
well-educated over 35s - the 
type of consumers regarded 
as prime “converts” to clas- 
sical music - suggests 
record companies are 
unlikely to succeed in turn- 
ing them into classical col- 
lectors. 

- “The people in the 
research groups knew the 
difference between Mozart 
and Beethoven, but not what 
baroque music was; some 
said they did, but described 
something completely differ- 


ent,” says Peter Duckworth, 
co-director of commercial 
marketing. “A lot enjoyed 
listening to Classic FM, but 
they were happy to hear 
edited versions of the music. 
They didn't want to listen to 
whole symphonies going ,on 
and on, with the noisy and 
tuneless bits. 

“And they certainly didn't 
aspire to collecting c l as si c a l 
music. They thought that 
was something anoraks did." 

Other record companies 
have come to a wwnUar con- 
clusion. Rather than mount- 
ing fruitless attempts to 
“convert" un enthusiastic 
consumers, they are concen- 
trating on proven ways of 
persuading them to buy 
occ asi onal classical albums, 
notably by linkin g to 
film soundtracks, like Shine, 
or to Individual stars. 

Even toe optimists in the 
industry do not expect to 
replicate the success of the 
Three Tenors, whose 1990 
and 1994 recordings had 
combined sales of aim world- 
wide. But they are hopeful of 
matching the sales of 
younger tenors, such as 
PolyGram's Bryn Terfel and 
EMTs Roberto Alagna, or 
sopranos like Lesley Garrett 
whose A Soprano In Bed sold 
100.000 copies in toe UK, 
prompting BMG/Conifer to 
sign her to a multi-album 
deal this summer. 

Yet classical stars are hard 
to find. Many gifted musi- 
cians are deterred by the 
criticism of overtly populist 
figures such as the old Nigel 
Kennedy, and others are 
reluctant to take time off 
from their performing sched- 
ules to fulfil record compa- 
nies' publicity schedules. 

Mr Cap says EMI is in the 
throes of combing through 
its catalogue to drop the art- 
ists who are not willing to 
promote their recordings, in 
order to concentrate its 
resources on those that are. 

“The way ahead for a com- 
pany like ours is to work 
with great stars who are 
really exciting and want to 
develop their recording 
careers," he says. “It's a 
question of developing the 
right artists, like NigeL HeU 
never be a conventional clas- 
sical musician, but he’s a 
wonderful violinist” 


A fresh 
approach to 
soap powder 

P&G is cutting a dash with its 
new ads, writes Alison Smith 


I t seems as incongruous 
as an elephant on 
skates: Procter & Gam- 
ble, the US household 
and personal products group 
known for the size of its 
advertising budget and the 
staidness of its ads, is 
starting to cut a dash with 
Its UK marketing. 

A new openness to quirky 
or unexpected approaches 
can be seen in the way 
P&G's detergent brand Ariel 
is among the sponsors of the 
England football team for 
the 1998 World Cup; in the 
spoof “Men in Black” ad for 
anti-dandruff shampoo Head 
& Shoulders; and in toe deri- 
sion to launch the Ulay cos- 
metic range last month with 
a “virtual art gallery" of 
commercials showing the 
work of five contemporary 
women artists. 

What marfa; tham initia- 
tives from examples of P&G 
merely behaving pragmati- 
cally in order to reach its 
target market is that they 
are mainstream brands for 
which more conventional 
approaches have previously 
satisfied toe company. 

The very feet that such 
moves have been approved 
turns the spotlight on the 
approach adopted by the 
world's largest advertiser. 
P&G has a rigorous system 
for measuring how a pro- 
spective campaign might 
change purchasing d erisions 
Tamara Ingram, joint chief 
executive at ad agency Saat- 
chi & Saatchi who has 
worked with P&G over sev- 
eral years, says: “The com- 
pany is always interested in 
advertising that changes 
consumer behaviour and it 
has a great deal of know- 
ledge about what works and 
what doesn’t" 

Critics say that P&G’s 
knowledge is applied aggres- 
sively and heavy-handedly, 
in a system that tends to 
dilute creativity and produce 
advertising that “more often 
than not is incredibly dull”. 


P&G rejects the charge of 
conventionality, but Sally 
Wood age, a public affairs 
manager at P&G, defends 
the traditional images asso- 
ciated with some of P&G's 
core household brands. 

“We will always be 
looking for advertising that 
is relevant to customers. 
There's a limited value to 
advertising that is inspiring 
and exciting people who 
have no intention of buying 
our product." 

The new initiatives reflect 
a sense within the company 
that many UK consumers 
are becoming increasingly 
sophisticated in their atti- 
tudes towards advertising. 

Ann Franck e, Ofl of Ulay 
marketing director, says: 
“We’ve come to appreciate 
that you do need to be 
bolder in how you present 
your brand to consumers, 
and par t of that is what you 
do with the advertising. 

“If you look across our 
portfolio of brands and how 
we market them, we are try- 
ing to be more innovative. 
Because there are so many 
new influences on consum- 
ers you need to be more flex- 
ible and up to date in how 
you reach them." 

Ms Woodage says: “As the 
consumer base changes and 
becomes more aware of 
advertising, we bave to 
accept that there are other 
ways of building a bridge 
with our customers." 

So far, the most striking 
approaches P&G UK has 
been pursuing have largely 
focused on categories such 
as cosmetics, where image is 
important But if they prove 
effective, they could well 
spread to the bulk of P&G’s 
most conventional sectors. 

While the UK has not yet 
seen the last of the Daz door- 
step challenge, the day is 
drawing closer when P&G 
may be prepared to swap one 
of its common-sense deter- 
gent ads for a new soap cam- 
paign with added creativity. 
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MANAGEMENT 


US corporations are using a range of initiatives to try to ease the 
burden for workers with children, says Victoria Griffith 

Child care challenge 


James Harding meets one of the few Cffingjfe 
managers to have achieved star status . 


B y working the night 
shift at AT&T's cus- 
tomer help lines in St 
Louis, Missouri, Dianna 
Reed earns about 10 per cent 
more each month than if she 
worked during the day. While she 
needs the extra money. Ms Reed 
worries constantly about her 
three-year-old son. “AT&T tried 
to help me find a 24-hour day 
care centre, but it didn't help 
much; there was nothing afford- 
able and convenient to my work 
or home." 

In the end, she decided to drop 
off her child every night at his 
father's, from whom she is sepa- 
rated. Ms Reed also employs a 
childminder during the after- 
noons, while she sleeps. 

The child-care conundrum, 
once viewed mainly as a by-prod- 
uct of dual-career, upper-income 
couples. Is starting to gain visi- 
bility in the US as a concern for 
workers of all income levels. 

President Bill Clinton shone 
the spotlight on the issue last 
month by proposing a $300m 
(£lSSm> initiative for training 
and back ground -checks for care 
providers. He promised to set out 
a comprehensive plan during his 
State of the Union address early 
next year and said he would 
work with the private sector on 
innovative solutions. First lady 
Hillary Clinton, credited for 
drawing her husband’s attention 
to the issue, has promised to 
make quality child care a per- 
sonal crusade. 

US corporations are Increas- 
ingly aware of the impact inade- 
quate child care has on their 
employees. One side-effect is 
absenteeism: if a nanny or child 
falls ill, for example, parents are 
often forced to stay at home. A 
recent survey by the Families 
and Work Institute, an indepen- 
dent research body, found that a 
quarter of employees with chil- 
dren under 12 took eight or more 
days off work each year because 
of chad care troubles. 

Sandra Vargas, vice-president 
of human resources at Chase 
Manhattan Bank, says she and 
her husband used up most of 
their re maining ann ual leave 
during a two-week period a few 
years ago when their childminder 
left unexpectedly. “It was very 
negative for my career because 
other workers had to get 
involved to help me meet dead- 
lines,” she says. 

Workers' concentration is also 
affected. Hillary Clinton says 
that once when she had to be in 
court, her daughter Chelsea fell 
ill She managed to get a child- 
minder but sbe says her mind 
wandered, and she phoned home 
during every break. 

Some of the greatest challenges 
are for workers in lower income 
groups. Good quality child care 
can be prohibitively expensive 
for this group, with employees 
working shifts outside the nor- 
mal hours of nine-to-five often 
having the fewest options. 

Lower-Income employees are 
also more likely to be single par- 
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ents carrying most of the burden 
of child care. The problem for 
low-income workers has become 
so acute that some of the largest 
trade unions in the US have 
made child-care subsidies and 
back-up care important elements 
in their negotiations with compa- 
nies on pay and conditions. 

US corporations are beginning 
to respond. On-site child care, the 
most popular solution of the 
1980s, failed in many cases 
because parents did not want to 
drag their children with them on 
the long commute from the sub- 
urbs to the city. The focus has 
shifted to working with profes- 
sional day care providers outside 
the company. International Busi- 
ness Machines has paid for day 


care centres in Raleigh, North 
Carolina, to stay open for longer 
hours. In return, the centres set 
aside priority slots for the chil- 
dren of IBM employees. Nations- 
Bank offers a $35 per week sub- 
sidy for child care to its 
low-income workers. Many corpo- 
rations operate a referral service, 
which helps employees locate 
appropriate facilities. 

Quality is of far more concern 
to corporations than it once was. 
Scientific studies In recent years 
have highlighted the importance 
of good quality care in the early 
years for children’s development 
An internal AT&T study revealed 
that the single greatest source of 
stress far workers was teenage 
children. 


A growing number of employers 
in the UK, too, are taking action 
to improve child care provision, 
according to the National - 
Council for One Parent Families, 
writes Diane S ummer s. 

A government-hacked report 
from the council, published last 
week, details the variety of 
approaches taken - subsidised 
nursery places and holiday play 
schemes appear to be the most 
widespread measures.* 

Examples given include the 
Ministry of Defence, which 
operates 31 workplace nurseries, 
providing 478 foil- time places; 
Channel 4 television which 
makes child care payments of 
£150 a month to staff who meet 
certain criteria; London 
Electricity which subscribes to a 


telephone helpline providing free 
advice an parenting and child 
care to employees; and Lloyds 
TSB hank which provides a 
workplace nursery, child care 
vouchers and a holiday play 
scheme. 

The report argues that helping 
with child care is good for public 
relations and benefits employers 
by reducing staff turnover, 
lowering rates of absenteeism, 
increasing staff loyalty and 
reducing the time staff spend on 
resolving child care problems. 

*Lone Parents into the Workplace: 
the business case. £25. From the 
National Council for One Parent 
Families, 255 Kentish Town Road, 
London NW5 2LX, Tel: 0171 267 
136L 


“We figure if our workers don’t 
get good care now, we'll pay for 
it later, because their kids are 
more likely to have problems in 
later years,” says Burke Stinson 
from AT&T. The concern has 
encouraged companies such as 
AT&T and Citibank to train car- 
ers in basic skills, including 
safety and hygiene, and provide 
art equipment and computers to 
centres free-of-charge. 

While most corporations still 
have a king way to go in address- 
ing child care issues for their 
workers, Americans feel there 
has been some improvement. 
Faced with a tight labour market, 
US corporations increasingly 
depend on family-life pro- 
grammes to Inspire loyalty in 
their labour force. 

A survey at the cosmetics 
group Johnson & Johnson 
revealed that 71 per cent of 
employees using family/life pro- 
grammes rated them, as very 
important in their decision to 
stay with the company. “Even 
workers without children appre- 
ciate the initiatives, because they 
are less likely to have to fill in 
for an absent or distracted col- 
league," says Betty Purkey, who 
is in charge of family life issues 
at Texas Instruments. 

Yet progress has been far from 
universal and most US employees 
with young children can expect 
to face a child-care crisis at same 
point in their careers. President 
Clinton’s focus on the issue will 
continue to prove welcome to 
parents caught between home 
and work. 
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Take heart and ignore the 
the stock market gyrations 


F or those Financial Times 
readers who peruse the 
paper as the tube hurtles 
into the City of London, last 
week’s ride was even more 
nerve-wracking than usoaL But oth- 
ers - the ones who make brass bed- 
steads in Birmingham - were proba- 
bly chortling over their cornflakes. 
Were they right? Or do the gyrations 
of the stock market matter to the 
real economy? 

Even if tha bedstead manufacturer 
does not shed any tears when City 
speculators make less money, it is 
these profits which are used to buy 
his bedsteads. A fall in wealth 
reduces demand for output, and so 
may create knock-on effects from a 
market crash. 

But does a market crash really 
represent a reduction in wealth? 
Ultimately, stock market values are 
based on the expected earnings of 
corporations, and if these are lower 
then everyone who has a claim an 
the earnings of corporations is worse 
off. But when the stock market foils 
by 15 per cent in a week, it te not 
because traders have revised their 
earnings estimates downwards. It is 
because a speculative bubble has 
burst, and the underlying values of 
shares - measured in terms of the. 
earnings they will generate - have 
changed little, if at alL 
But behaviour is influenced by 

how well off people think they are, 

not just bow well off they actually 
are. Sometimes this effect can be 
large. In tire 1980s, when the stock 
market boomed and rising house 
prices were a standard topic of din- 
ner party conversation in the UK, 
for example, consumption grew 
mudi faster than income and the 
savings rate fell to unprecedentedly 
low levels. 

But that has not happened this 
time. If people are wisely sceptical of 
the reality of thetr paper gains, they 
will also be wisely unconcerned if 
these paper gains evaporate. 



John Kay 


So what of the effects of stock 
market levels on investment? 
Doesn’t a rising stock market facili- 
tate the issue of new equity, lower 
the cost of capital, and so encourage 
new investment? If it does, then a 
market crash could lead companies 
to cut thetr investment plans. 

Here too the issues are more com- 
plicated than they seem. First, the 
stock market ceased a long time ago 
to be a significant provider of new 
funds for industry in the UK and. 
many other places. Over the last 20 
years or so, the principal source of 
new equity has been privatisations 


parties. But the reality seems to be 
the other way round. Every stock 
market boom has been associated 
with a frenzy of merger and acquisi- 
tion activity, and. the last is no 
exception, frr retrospect, it may be 
that merger Monday, when five large 
international deals were announced 
(m the same, day, proves to be the 
fop of the Jast bun market. 

And thlnl-7. and paradoxically - 
the way in vrt&di the oast of capital 
is conventionally measured means 
that the dizjder the levels which, 
markets reach, the higher; hot 
lower, is the cost ;of capital. The 


But behaviour is influenced by how well off 
people think they are, not just how weU off 
they actually are - 


and demutualisations; which simply 
represent a transfer of assets which 
already existed. 

Flo tations of new businesses mv t * 
issues of new shares by established 
companies have been matched by 
share buy-backs and cash payments 
for acquisitions. Corporate invest- 
ment Is funded, not from the stock 
market, but principally from 
retained earning s and secondly from 
borrowings. 

Second, you might expect that 
high share prices would encourage 
companies to Invest in new assets 
•while low share prices would allow 
them to pick up existing assets 
cheaply through buying other com- 


usual ! means of - measuring the cost 
<if‘ equity -is to add an acuity ^ pre- 
mium to tbe rito free rate. The -risk 
ftoe rate Is -found by looking; at the 
yield on. government bonds. The 
■ equity premium is measured by cal- 
culating. the average amount by 
which historic; returns on -equities 
have exceeded earnings on * these 
safe assets. . 

Ova 1 the period for which reason- 
able data is available - broadly, the 
period since the- -first world war-: 
this equity premium - has averaged 
an astonishing 8 per cent in' the UK 
and the US: Unless you 'were very 
unlucky in the time at which you 
chose to invest most sub-periods 


have shown similar returns. The 
most convincing' explanation of the 
size of the premium used to be that 
investors had consistently underesti- 
mated inflation. Those who had 
bought bonds had done worse than 
they had expected, while holders of 
shares had done better. 

- But the difference between bond 
and equity returns has persisted 
even in the 1980s and 1990s, in which 
inflation has generally been overesti- 
mated by investors. The boom in the 
stock market in 1987 and 1997 has 
ensured that all estimates of the cost 
of capital have remained high. The 
only thing that will stop finance pro- 
fessors from arguing that companies 
need real returns well over 10 per 
cent before they should Invest win 
be a prolonged stock market slump. 
That is another reason why we 
should not worry too much about 
the effect of market fluctuations oh 
investment 

So the objective effects of market 
fluctuations -on consumption and 
investment will be rather marginal. 
But than are more subjective effects 
on confidence. When Wall Street 
S ri ? lce(1 ita finst great crash, in 
L8 ~: “W consequences of the tur- 
moil were combined with the 
rasomid capital structure of many 

American- businesses to produce a 

hear collapse of the fragmented US 
banking system. This was a signifi- 
cant ^contributor to the depression 
which followed. Something similar Is 
happening in Thailand today. 

Bto western economies, complex 
ami battle hardened, are today much 
more robust to these developments. 

if IS 1 *?* a nianufecturer of brass 
bedsteads, reading this over your 

In Birmingham, you can 
probably chortle on. 

2 B 55 or ?-*■ Attr Moores Direc- 
Business School at 
vxjord University and a director of 

ZZOiZZf SST 1 *®’ T/tis “>&»*» 

myrvrjrv fortmgktly. 
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E very week Robert Hamada, 
dean of the Chicago Grad- 
uate School of Business, 
has lunch with a group of 
his students. It is hot merely a 
social event It is the result of a 
policy decision by the school that it 
had to be better informed about the 
needs of students. 

With four Nobel prize winners on 
its stafi; the academic standing of 
the school has never been in doubt 
says Prof Hamada. “But we really 
did not put enough stress - m say 
this openly - on the other services 
to our students and alazrurL" 
Chicago is not the first US busi- 
ness school to come to this conclu- 
sion. Just a couple of- years ago 
Kim Clark, the new dean at Har- 
vard Business School, made the 
same decision. He followed in the 
footsteps of Thomas Gecrfty, the 

slick principal at Wharton, who 
had taken his school to the top of 
the league tables with a revamped 
MBA programme and a policy of 
involving students, academics; 
alumni and- business in the 
school's decision making process. 

Prof Hamada acknowledges that 
he is following a similar route. . 
"Some schools caught -on to this, 
sooner than others," he concedes. 

One of the -quick fixes made by 
Prof Hamada has been to improve 
the buildings. Over the summer he 
spent $<L3m (£2.65m) on fast-track 
improvements to wrigting campus 
buildings. Students are now' partic- 
ipating in the design of a new cam- 
pus building which wiD house lec- 
ture theatres and a student lounge. 

There have been other moves to 
improve the quality of student life. 
Some are relatively banal: two 
offices dealing with student regis- 


Lunching and learning 

A happy student is a smart student writes Della Bradshaw 


> NEWS FROM 

CAMPUS 



Dean Robert Hamada admits Chicago school of business once neglected the non-academic needs of students 


tration and “student life” (clubs 
and associations) have been moved 
next to the classrooms so students 
do not have to trek across campus: 
("The winter gets somewhat cold- 
in Chicago,” explains Prof 
Hamada.) 

There has also .been a push to 
increase the number of dubs and 
student interest groups. 

Other moves have been more 
innovative. A mentoring system 
has been introduced to help all 


first-year students on the two-year 
MBA course. ' Each first-year stu- 
dent is ass igned two second-year 
students plus one alumnus of the 
school to help with career develop- 
ment 

.Prof Hamada calculates that 
some 10,000 MBA alumni live in 
the Chicago area and he intends to 
tie them more closely into the 
school. Chicago now gives all 
graduating students free e-mail for 
life and they are becoming increas- 


ingly involved in advisory commit- 
tees for the school “The best sales- 
men you can get far your school 
are satisfied alumni,” Prof Hamada 
points out "Harvard is the very 
best at this.” 

Recruiters form a further plank 
of Prof Hamad a' s reforms. He 
argues that corporate recruiters 
should expect to be treated by a 
business school with the same 
degree of professionalism as they 
would expect from their corporate 


suppliers or clients. One concern is 
the allocation system for recruiters 
who want to present their com- 
pany to students on campus. 

Some slots are clearly more 
prized than others, so Prof Hamada 
has set erne of his brightest econo- 
mists the task of devising a way of 
allocating the slots. An announce- 
ment on the formula will be made 
on December l next year. 

From a purely academic point of 
view Prof Hamada has split the 
position of deputy dean for the 
MBA so that one person can deal 
with the full-time programme and 
another with the part-time pro- 

g ramiYiP_ 

A major curriculum review has 
been completed and special focus 
has been put on general manage- 
ment. As well as broadening the 
teaching base. Prof Hamada hopes 
this will bring in students from a 
wider range of backgrounds, espe- 
cially women. M We have to get 
more women to apply,” he says. 
“We are very discipline-based a n d 
this attracts a greater percentage 
of people with science and engi- 
neering degrees. That can be 
changed.” 

There is now only one required 
course on the MBA, leadership, 
which the students study in thdr 
first year. Students then have to 
take courses in specific subject 
areas but they can choose the 
degree of difficulty: if it is a subject 
they know well they can take a 
high level course; if not, they can 
take a base level course. 

Students who want to go into 
finance are free to take all their 
subject in that area, says Prof 
Hamada: "We treat our students as 
adults.” 


Consultants? 

masterclass 

The link, between graduate 
business school students 

and consultancies is 
legendary, but where do 
euDsultants go lf they want 
to find out the latest 


Business women learn how to take Czechs 


Last month in the 
‘SppWBg® 5 Czech management 
centre in Celakovice. 
35 managers could 
be heard calling out 

dAssRoou names - K was 

not part of some 

spiritual experience but a voice 
training exercise run by Noemi 
Zarubova, dead of the local Acad- 
emy of Music, who -was persuading 
conference participants that per- 
sonal presention is critical to busi- 
ness success. 

This was- not the only unusual 
aspect to the- four-day event All 


the participants and most of the 
speakers were women. The confer- 
ence itself was organised by four 
women, as a project for their MBA 
degree at MO in Lausarme. 

All MBAs at IMD have to com- 
plete a team initiated enterprise 
(Tie) project to graduate from the 
one-year programme. The four, 
Jenny Campbell and Julia Thomas 
from the UK. Liz Holland from 
Australia and Valerie Binner from 
Sweden, decided soon after they 
started their course in January 
that they wanted to form a group 
to see through a project that would 


help women entrepreneurs from 
eastern Europe. 

By February they had decided to 
concentrate on the Czech Republic 
and by April, having sounded out 
business women there, had ditched 
their original plan for a conference 
on how to export to western 
Europe in favour of a conference 
on fundamental business issues. 
Tax management, financing and 
international aUianppR were among 
the list of topics. 

The biggest problem was the lan- 
guage says Ms Binner. "We had to 
have everything - the invitations. 


the programme - translated into 
Czech. And we had to find the 
right software to do that.” 

The second difficulty was how to 
organise things in the Czech 
Republic - where to hold the con- 
ference, for example. Then says Ms 
Binner, there was the problem of 
finding "quality” speakers. 

The Business and Professional 
Women's Association in the Czech 
Republic helped the four to develop 
contacts. Ms Binner says one thing 
they learned was "the power of net- 
working”. Other useful lessons 
were what makes a successful 


woman entrepreneur, and how to 
do business in the Czech Republic. 

"We managed to pull this off in ' 
the middle of a very busy year. We 
learnt that if you really want to do 
something you can make the time 
to do it,” she concludes. 

The Tie projects completed at 
IMD can range from the sublime to 
the ridiculous. This year, for exam- 
ple, one group sent radio equip- 
ment to Indians in remote areas of 
Mexico; another organised whisky 
and wine tasting for their peers. 


. The consulting arm of 
Price Waterhouse has 
opted for Templeton 
College,. Oxford, where the 
partners wHl attend a 
series gf masterclasses . 
from December. 

The masterclasses will 
look at the latest research 
to management practice 
and win be taught by both 
Templeton professors and 
visitmg faculty. Topics 

include gtabalisatton, 
shareholder value - 
and the impact of 
technology. . 

Price Waterhonse chose 
Templeton because of the 
depth of Us. research and 
its c onta ct s with faculty at 
business schools 

worldwide. 

Templeton: 

mow. 1emplBt0n.ox.ac. uk 

Wired for 
learnidg 

Students at the University 
of Nort h Ca rolina at 
Chapel n*n will be able to 
take part in a pilot course 
in microelectronics via the 
Internet from next spring. 

The course, devised by 
Robert Connolly, associate 
professor of finance and 
economics at the. 
Kenan-FJagter business 
school, will combine 

documentary-style 
television programmes 
with internet-based 
teaching.-:-' 

Each week the 
undergraduate students 
will watch k one-hoar 
lecture, delivered by 
broadcast cable or 
videotape,' and then 
' participate hr a twpbour 
classroom session via the 
Internet! Students- wfil 


travel to the university to 
sft odd-term and final 
gw 111 irra turns. 

The internet campus wQl 
be provided by University 
Access, a distance learning 
company in Los Angeles. 
The organisation was 
ctefotmded fry Alec . 
Hudnut, himself a 
graduate from UNC-CEL 
unc-cr- us, m %2 im 

University Access: 
urwukimiversityaccess.com 

Mysteries of 
the east 

Guides to business schools 
in North America and 
western Europe are 
plentiful, but it has always 
been difficult to find a 
guide to business schools 
elsewhere. Now the Central 
and East European 
Management Development 
Association has produced a 
revised directory of the 
best 32 schools in 10 
countries in that region. 

The guide gives 
information on the school, 
courses available and 
coarse fees. It costs $8 

(£4.90). 

Ceemarv Slovenia, 64221 
761 

Kanter takes 
the stage 

Rosabeth Moss Kanter, the 
internationally known 
management expert and 
Harvard professor will give 
a special presentation in 
Loudon to the Association 
of MBAs on November 19. 

The morning meeting, 
Business and 

Organisational Strategy for 
the 21st Century , is open to 
members at the association 
and guests. The price. £90 
and £115 respectively, 
includes a copy of Prof 
Ranter's latest book, 
Rosabeth Moss Kanter on 
the Frontiers of 
Management 
Association of MBAs: UK, 
(0)1718373375 


hi f o mmto nfcr Nbwb from Campm ahtnid be aant to 
Delia Bradshaw, FT, Number One Southwark Bridge, London SCI 9HL 
Tet44 171 8734673 Fax: 44 171 873 3950 



BUSINESS AT OXFORD 




Leaders can help the 
good become the best 

. But there is no one “silver bullet” for leadership success. 
As id all things it starts with asking the right questions. 

"The Oxford Strategic Leadership Programme has 
. ; shaken thepreconceptions of ageneration of executives, 
challenging them to think hard and deep on key issues 
^ and in turn perform with greater creativity, effectiveness 
and vision. 

A fizzing mix of new ideas, demanding projects and 
insights from business leaders, orchestrated by world 
class tutors, it offers a life-time opportunity to explore 
' SyHat makes for successful leadership. 

Are you ready to join a handpicked group of high 
calibre international executives as they work out their 
own answers and approaches to these crucial questions? 

9-14 November 1997; 10-15 May; 1-6 November 1998 


Return to Dorothy Cooke, Templeton College, Oxford, OX 1 5NY, UK 
Please send details of the Oxford Strategic Leadership Programme 
Name: Address: 


Tel: + 44 (0)1865 422500 Fax: +44 (0)1865 422501 

Email: do rolhy. cooke @ templeton. oxforxLac.uk 
Internet : hltpJfwvyv.templeton.ox.QC.uk 


The FT is circulated in 160 countries worldwide and is read by an audience of businessmen and women working in 
a variety of business sectors. 

Business courses are an essential part of the working life of our readers and the Business Education page is the 
marketplace for advertising your MBAs and Courses. 

Whether you want to promote your courses in finance or general management the Business Education page gives 
you the opportunity to reach corporate decision makers and ambitious young executives. 

For advertising information please call 0171 873 3234 
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BUSINESS TRAVEL 


Travel Update * Roger Bi 


Laptop limits 

Business travellers face a 
ban on the use of laptops 
wtule flying through 
German airspace. 

Passengers tempted to 
ignore it could be fined up 
to DM100.000 (£31364) - or 
even Jailed. But the wheels 
of legislation grind slowly. . 
Although the Bonn . 
government wants to 
remove any risk that these 
and other electronic devices 

might interfere with aircraft 
control systems, its proposal 
looks unlikely to become 
law untfl late next year. . 
Concern has been 
heightened by a pilot’s 


report that a pas s enger 
using a video camera 
interfered with crucial r 
landing 1 equipment as he 
approached an airport this - 
year. Meanwhile Lufthansa 
continues to insist that 
certain e quipm e n t, 
including laptops with . 
combined printers, cordless . 

mice and CD-Rom units, are 
switched off in flight ' 

First for HHtoii V 

A new hotel is to be Infill at 
Copenhagen, airports* a' / 
costofabont£40im 
Operated by Hilton >' ■ \v 
Intouaflonal.it wfllbe the 


chain Venhire into 
Scandinavia. Scheduled to 
openin2000,fl»e358-room 
hotel will have a pboL: 


rooms with a capacity for 
300 petqde. Itwfflahohave 
adeess to the terminals and * 
the airport's planned rail 
station, which is due to' ' 
open," nest year with trains 

, naming to tbecity csrtrein 

' " ' 

Ticket-free travel. 

Ticfcetless travel is A 
gradually spreading .to more 
‘ intemational roBtes: 
Sngapore Airlines is : ' . 

plannin g try fn<Tn drh-t> H- /yi - 
flights to HongKongi the 

US. Australia, and the UK 


daring its 1998-99 financial 
year. The airline has already 
lanrwhpd travel 0U 

services from its home base, 
to Koala Lumpur and - - 
Penang, cabling passeng ers 
to use credit cards to book 
. and pick up boarding cards. 

Snooze in the sky 

' Beds on aircraft have '.' 
always lookedau attractive 
marketing tool but airitnes 

usually find something . 

- more pnxbictxve to do with 
the space. They have ' A 
usually contented 

- themselves with rg dmhrg 
first class seats. With Jets 
soon able to fly for 20 Jtnnrs 
won stop - and with lower; ■ 
d ecks that can beconyerted 


B ritish Airways Is 
tracking passengers 
electronically in an 
effort to combat 
flight delays. The aim is to 
alert airport staff earlier 
when passengers are likely 
to arrive late at the gate, 
reducing the risk that pilots 
will miss crucial take off 
slots. 

In a three-month trial, cus- 
tomers checking in at the 
airline's Victoria Station ter- 
minal in central London, 
before catching tr ains to 
Gatwick, are being issued 
with smart cards which 
incorporate chips carrying 
information similar to that 
printed on their boarding 
passes. 

A radio aerial near pass- 
port control in the airport's 
North Terminal automati- 
cally reads the cards, so that 
staff know whether the trav- 
ellers have entered the 
departure lounge. 

The airline claims it is the 
first in the world to use such 
technology. Its experiment Is 
part of a £35m. five-year 
drive to improve punctual- 
ity. 

BA is concerned that 
delays, particularly at 
Heathrow, are deterring cus- 
tomers and hitting revenue. 
A recent repeat by indepen- 
dent management consul- 
tants urged a number of 
improvements, including 
closer liaison and harmoni- 
sation between departments. 

BA says around six per 
cent of flights are delayed 
either because travellers are 
late getting to the gate - or 
fafl to turn up altogether. At 


BA trials customer ‘tags’ to cut delays, says Roger Bray 

ts~=h: Smart cards help 

Jr effort to combat A 

delays. The aim is to -w 

sr« track passengers 

iug the risk that pilots 1 


busy times, missing a slot 
because of a single customer 
can force an aircraft full of 
passengers to sit on the tar- 
mac for 30 minutes or more 
as their aircraft slips down 
the queue for take off. 

Victoria Station was cho- 
sen for the test - a joint proj- 
ect with electronics com- 
pany Phillips - because the 
rail journey increases the 
risk that passengers win go 
missing. 

If the idea is a success, it 
is likely to be extended to 
cover travellers eherVfng- in 
at airports. Heathrow, where 
BA’s operation is split 
between two terminals, is an 
obvious candidate. 

BA says the test win show 
whether customers find it 
acceptable. In the first week 
of the trial around 500 pas- 
sengers were supplied with 
cards and their reaction was 
said to be “vey positive”. 

In this embryonic form, 
however, the system is 
unlikely to bother them. 
They need never handle the 
cards, which are placed in 
their ticket wallets and 
retrieved at the gate for re- 
use. 

The airline insists it will 
not consider any wider appli- 
cation for the cards unto the 
current test ends in January. 
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But the possibilities are 
extensive. They could, for 
example, help staff head off 
hold ups which occur while 
bags, checked in by passen- 
gers who then fall to show 
up at the gate, are taken off 
the aircraft 

They could even be used 
to track passengers' move- 
ments in the ter minal, show- 
ing how much tfmp and 
money they spend in shops, 
for example, and raising 
questions of privacy. 

The launch of tiie sy st em 
comes at a time of worsen- 
ing delays. Recent statistics 
from the Civil Aviation 


Authority showed that the 
proportion of scheduled 
flights getting away cm thn* 
at UK airports fell from 80 
per cent in the second quar- 
ter last year to 74 per cent in 
the equivalent period this 
year. “On time” is qualified 
as early to a ma ximum of 15 
mfa miea late. 

With air traffic continuing 
to grow, pressure on runway 
capacity intensifying at 
many large airports - and 
environmental resistance 
Tnaking it hard to build new 
ones - such efforts to cut out 
avoidable delays will assume 
ever greater importance. 


into sleeping areas - beds 
are back on the agenda. 
Virgin Atlantic has decided 
to fit them on its Airbus 
A340-600S, though ft is - 
expected to offer them 

’ irrttiflTly era nan -stop flights 

from London to South 
Africa. Boeing is also 
remtifcri a g jwctniKwg an 
beds on its forthcoming 
777-2MK. : “ 

Swing a free ride 

Earn free flights while' ' 
perfecting your swing. - : . ‘ 
Members of American : - ■ 
Airlines' frequent flyer 
; programme can pick up 
mflea by taking golf lessons, 
•ff they sign .up far three 
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Airline 
takes the 
controls 
at City 

L ufthansa has a«gmnwri 
full control over its 
operations from the 
London City airport The air- 
line’s flights from London 
City to Frankfurt were previ- 
ously operated by Business 
Air, a small airlinp with a 
very limit art fleet 
Now the flights will be 
operated by Lufthansa's own 
AVRO RJ-85 aircraft. Hie jet 
will have a single “city 
class” configuration with 
five seats a row. 

Lufthansa said the take- I 
over of the London- ' 
Frankfurt operation was 
part of a policy that recog- 
nised the increasing impor- 
tance of the City airport not 
only far travel between Lon- 
don and Frankfort, but also 
for connecting flights from 
Frankfort. 

I Lufthansa operates three 
flights a day from the City to 
Frankfort during the week 
and an evening flight on 
Sundays. 

It will soon introduce a 
return and through check-in 
facility at the (Sty airport 
far transit passengers, and 
might also install electronic 
self-check-in TTiarhtnpc next 
year. 

Arkady Ostrovsky 
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Living in fear of 
frequent flying 

Many families suffer from the absences of an 
executive spouse, says Farrol Kahn 
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O ne executive 
recently worked 
oat that he had 
matte 107 business 
air trips last year. IBs terri- 
tory includes eastern Europe 
where he shuttles between 
Moscow, Budapest, Buchar- 
est, Warsaw, Zagreb and Bel- 
grade. 

In five years he and his 
family moved five times - 
from Switzerland to west 
Africa, central Africa, the 
Middle East and eastern 
Europe. 

For most frequent flyers 
this is perhaps normal, but 
for outsiders it seems like a 
glamorous lifestyle which 
they aspire to or envy. The 
reality is different Every 
time these global players 
tato» to the air. the lives they 
leave behind can unraveL 
The rapid and unrelenting 
cycle of partings and 
reunions can lead to femiUtea 
miBiiiiiy from the Intermit- 
tent Spouse Syndrome (1SS), 
causing psychological prob- 
lems for some frequent fly- 
ers »"ii their famfHog . 

A pattern of symptoms, 
including anxiety, depres- 
sion, sptuiiI difficulties and 
sleep problems, was recog- 
nised in an RAF study and 
in anothe r on the wives of 


offshore oil rig workers. The 
main cause was the absent 
spouse dislocating the famil- 
iar pattern of family life and 
put t in g great stress on the 
remaining spouse.' 

There are three recognised 
ways in which people 
respond to a frequently 
absent spouse. 

First, there is the wife or 
husband who finds it diffi- 
cult to adjust to the spouse's 
comings and goings. They 
feel anxious, lonely, 
depressed and incomplete 
during their absence and 
will count the days until 
they return. 

Tn the second category, the 
nan-travelling spouses main- 
tain the m™ lifestyle irre- 
spective of these comings 
amri goings. Th e y learn to 
cope by extending their own 
Interests and enjoying the 
freedom and responsibility 
of being left in charge. 

The third way is for the 
at-home spouse to resent the 
other’s alwm* and then the 
return. They feel angry that 
their needs are neglected. 

Few families do not have 
argume n t s when Am absent 
spouse returns. Executive 
wives, for example, often 
resent the additional pres- 
sure of being expected to 


drop everything and enter- 
tain important clients on the 
husband’s return. 

Research conducted by the 
World Bank on its employ- 
ees who travelled frequently 
found an increase in psycho- 
logical disorders. Dr Bernard 
Demure, director of the 
bank’s health service, beard 
complaints of depression, 
nervous anxiety and sleep 

disturbance. 

"We first attributed these 
symptoms to jet lag; but we 
realised that other signifi- 
cant factors were involved: 
The three main influences 
are separation from home 
and family, workload and 
lack of back-up abroad.” 

Among 500 frequent flyers 
surveyed by Hyatt Hotels. 18 
pa- cent said their absences 
had had a negative impact 
on their marriages and 68 
per cent admitted they 
would happily forgo the 
trips. 

The irony is that despite 
being cosseted by business 
class travel and generous 
expense accounts, frequent 
flyers are often suffering 
from the same problems as 
their familie s hack home. 

Farrol Kahn is Director of the 
Aviation Health Institute 
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In 1996, LG Invested over USS9 billion to grow its business. 


We pat paopla first. 
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Seqwwu stand as a testament to nature's power to create life and growth. 

But sometimes nature needs a little help. That's why LG Chemical researchers hhe Dr. Ruh have created 
Eutxopmf a biosynthetic human growth hormone that's helping children with growth disorders overcome the 
disability that nature dealt them. 

Our many other technologically sophisticated products i nclud e one-time programmable microcontrofler 
units, lSDN-cosap at i hl.fi videoconferencing systems, and digital mobile telecommunication system* 

These products e nric h the lira of the people who use them. But none gives us as much pride and joy as 
Dc -Fkrh's miraculous work. 

Now, what can we do for you? ^ 

bttp://nuw. L 9 .c 0 .kr/ 
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j^jskxi Pcsfoi ao opera wtth ttbjsJc 4 The latest tench of the 


;Guggerijwffn Museum Is ... . 
Deutsche GuggenheimBerfin, . 
which opera te doors bn Unter 
den Linden on Friday.'- . 

The inaugural exhflsflion te 
devoted to the Paris series 
paintings of Robert peteunay, ' 
dating from 1910-12. The 
©chfoftjoo w& move to New York 
in' January. . 

GENEVA : 

"MtettafaT, Mozart's rarely • 
staged opera serte te currently * 
.thediol(»ofSwttEeriancrslwo - 

laadktgopera hausen Lass than 
tfno wNto after Zurich unveiled 
a produetten contAJCfecl by Rons - 
Broggeri, the Grand TT«etre in . 
Gansva Is mounting a dtffwwl 
-staging with Donald Kaaach.h 
the tide rote and Dagmar 
Peckovn as Famace. The first 
night is on Thursday at the . 
Forces Mortices. 


Filmmaker Henry Jaglom can be bad, but when he 
is good he is wonderful* writes Nigel Andrews 


W hy does film- 
maker Henry 
Jaglom keep his 
hat on in his 
Sunset Boule- 
vard office? It's a pale, floppy, 
pork-pie number and it nh«Ht« 
his capricious middle-European 
features as if designed to keep a 
lid on eccentricity. Perhaps he is 
afraid that if he took it off people 
would see the ftBrapin g thnmghte 
of a 55-year-old movie maverick 
with one of the qairirist rntmte 
in independent ^nomn 
Jaglom made Sitting Ducks, 
Can She Bake a Cherry Pie?, 
Someone to Looe (that inspired 
all-star symposium with Orson 
Welles, Sally KeHerman and oth- 
ers rattling on about the meaning 
of Ufe) and the new Last Summer 
in the Hamptons, which opens in 
London in two weeks. 

He is so appalled by Britain's 
failure to show the two films he 
made before Hamptons - Bating 
and Venice Venice - that he gives 
me video copies of each. When I 
run them later in England, they 
are unwatchable. This says 
everything about Jaglom's 
career. When he is bad; he is bad. 
When he is not, ha is wonderful • 
Last Summer in the Hamptons 
is in the second category.. A 
group of endearingly batty thea- 
trefolk gather in a Long Island 
mansion where they quarrel, fall 
in love and exchange psychobab- 
ble. Jaglom doesn’t nebd .to be 
told the film is Ghekhoyian: the 
group Is actually rehearsing an 
open-air production of The Sea - 

gulL 

"It's a tribute to the madness of 
actors, plus a clear look at their 
narcissism, manipulativeness, 
petulance, childishness;" Jaglom 
should know, be is married to an 
actress, Victoria Foy. whose 
bisarre animal-impersonating 
exercises are a comic highlight of 
the fi lm . 

“She showed me her baby seal, 
her eagle and so an at home, and 
then got mad at me for using 
them in the film. She decided I 
was ruining her career. But the - 
audiences loved them." 

They loved most of this affec- 
tionate fresco of American life on 
the artistic fringes. Jaglom has 
been making his scat movies 
about life and Bohemia for a 
quarter of a century. His charac- 


Im&NAiibHAX 


■ AMSTERDAM 

DANCE 

Hot Muzfefctheatar 

Tel: 31-20-651 8811 

• Lander-Graham- Morin: 

National Baflet programme of 
four 20th-century works - . 
Etudes. Lamentation. 

Embattled Garden and 
Groosland: 

Nov 3 

• Noderlands Dans Theater U 
programme comprising Bella . 
Figure, by Kylfcn, and new works 
by Naharin and Obarzanek; Nov ’ 
4, 6. 7 


■ BRUSSELS 

OPERA 

La Monnaie Tel: 32-2-229 1211 

• U SteBldaura VendJcanto: by 
Francesco Prcwenzale. New 
production directed by Phflippe 
-Sireuil and conducted by . ' 
Alessandro de March*; Nov 4, 5 . 

• Werther. by Massenet, . - 
Concert performance conducted. • 
by Wladimir JuroweW, with a cast 


ters are human spindrift, thrown 
about by a world they try to 
rationalise even while beset by. 
unreason: by desire need, by 
creativity. The films have been 
compared to Woody Allen, 
though often, Jaglom acknow- 
ledges, to his own disadvantage. 

“New York critics' attack , me 
f oar seeming to engage in psy- 
chobabble rather than making 
fun of it But I'm compassionate 
about these people whose needs 
are so- strange and big' that they 
m gu gB in thp<y weird systems of 
thought. I don’t want to wink 
and say, ’Look how silly they 
are* *. I'm trying to be subtle.” 

The best Jaglom works com- 
bine good talk with good plot 
Movies like Sitting Ducks (bank 
robbery with self-analysis) and 
Ahoays (acidly sketching a dis- 
solving marriage) brilliantly vin- 
dicate his style of improvised, 
pnllflh orativp. human comedy. 

“Actors r are more than just 
faces, bodies and voices, they’re 
mimte and memories. My method 
came out of dissatisfaction with a 
scene in an early fifan (A Safe 
Place ) involving Jack Nicholson 
and Tuesday Weld. On the sixth 
take I said, the script’s not work- 
ing, say your own words. It 
worked, and. after that I threw 
away the serfots.” 

I t’s .hardly surprising that 
Jaglom studied under Lee 
Strasberg, as an actor, or 
that his first bout of career 
rivalry was with another famous 
Method-alumnus, t; auditioned 
for STtetSrnduate. They called me 
back again -and again; everyone . 
said hoW brilliant my readings 
were. Then I beard that this kid I 
knew in New York had got the 
part, Dustin Hofftnan.? . 

Jaglom promptly decided to 
direct his own $hns. That way he 
could cast or his brother 

(the funny, querulous Michael 
Emil), or his friends, like Welles. 
Nicholson, Dennis Hopper and 
Karen Black, the last three 
recruited after Jaglom did a stint 
as editor and adviser an Easy 
Rider. 

His greatest talent as a film- 
maker - and as a ffbn enabler in 
the tight-money world of inde- 
pendent cinema - is no doubt the 
one handed down through his 
Kussian-Jewish ancestry. Chutz- 


pah. "My fttiw ran the economy 
of Tbmrig- When Hrminlflr tried 
to make him an honorary Aryan 
be knew it was time to leave. I 
was bam in London, and soon we 
came to New York, where I saw 
movies and would have to 
explain American culture to my 
parents - what a ‘gun moll’ 
was!” 

Forty years later, Jaglom is re- 
infusing Russian culture into his 
parents, or at least their home. 
The neo-Chekhovian house in 
Last ihtmmer in the Hamptons is 
theirs, th ff o gb for the film Jag- 
lom peopled it with his own fan- 
tasy screen family. This included 
one great, eccentric actress- 
teacher, the late Viveca Lindfors, 
and one vatic stage director, 
Andre Gregory (title hero of My 
Dimer With Andrg). “The part is 
a send-up of Andre,” Jaglom 
says, “of tins esoteric artist who 
takes four years to put on a play 
that 12 people that go to see.” 

Jaglom would also have cast, if 
he could, bis close friend Orson 
Welles. Welles and Jaglom 
. became one of the great offscreen 
double acts in Hollywood; the 
younger filmmaker spent years 
frying to push the older, legend- 
ary one back into work. 

“I spent so much energy trying 
to make him happy. I Bed to him: 
1 haven’t said that before to any- 
one, but I did. Td tell him that 
So-and-So was realty interested in 
receiving a script from him when 
they weren’t, hoping it would 
force him to do the wade that 
would get the interest 

“He was awonderfully vulnera- 
ble, complex, rich, sweet person. 
We’d have lunch twice a week 
and he’d be very depressed, but 
in public he’d do what ha called 
his dancing bear act Somebody 
would ctane over to the table and 
he’d say “HeD-o’ - deep Orson 
voice - and Td kick him under 
the table. He’d later say, r Why 
did you kick me?* I said, ‘You’re 
painting yourself into a corner 
again. These people all think 
you're some intimidating ogre 
and you’re this little weak pussy- 
cat You're creat in g this mythol- 
ogy that’s trapping you.’ 

“Nobody knows this, but he 
carried bad reviews of Citizen 
Kune around with him all his Kfe. 
Maybe there were three: Jorge 
Luis Borges wrote one. He 


Including AEson HagJey and 
Jennifer Larmore; Nov 4 

■ BERLIN 

CONCERTS. 

PhWiarmonie 
Tel: 49-30-2548 8354 - 
Berlin Phil harmonic Orchestra: 
conducted by Seiji Ozawa in 
works by DutiDeux and BerBoz; 
with tenor Frank Lopardo, the 
Erret-Senflf Choir arid 
the Berlin Soys' Choir; . 

NOv 6, 7, 8 

■ CHICAGO 

EXHIBITIONS 
Art Institute Of Chicago 
TN: 1-312-443 3600 
Renoir’s Portraits: Impressions of 
an Age. Around 65 paintings 
spanning the artist’s career, of 
subjects Includlnfl Gtaucte Monet 
and Madame Renoir. The show 
has been seen in Ottawa and win 
travel to Texas; to Jan 4 


■ LONDON 

CONCERTS 
Barbican Had 
Tet 44-171-638 8891 
9 London Symphony Orchestra: 
conducted by Michael Tteon 

Thomas- in Mahler's Symphony 
No. 7;. Nov 6 ;. - .. 

■9 The Royal Opera: The - 
PBgrirn’s Progress, by Vaughan 
WWams: Concert performance, 
conducted by Ffohard Hickoic 
NOV 3 

Royal Festival Hall 
Tet 44-171 49288800 . 


London Phflharmonic Orchestra: 
oonducted by Ivan Fischer In 
works by Mozart and Bruckner. 
With clarinet soloist Sabine 
Meyer, Nov 5 

EXHIBITIONS 
National QaDery 
Tel: 44-171-839 3321 
Making & Meaning: Holbein’s 
Ambassadors. TWs recently 
cleaned double portrait by Hans 
Holbein the Younger ptetires two 
French ambassadors to the court 
of Henry VIII In 1533. Presented 
alongside are draurir^s and 
miniatures, and objects relevant 
to the painting’s political and 
religious background; from Nov 5 
to Feb T 

National Portr ai t Gafiery 
Tel: 44-171-306 0055 
Sir Henry Raeburn (1756-1828): 
previously seen in Ee&nburgh, this 
exhibition of some 60 paintings 
includes the major portraits 
belonging to the National GaSery. 
of Scotland as wefl as loans from 
abroad; to Feb 1 

OPERA 

London Colteeum 

Tel: 44-171-632 8300 , 

• From the House of the Dead: 
by JandSek. New English 
National Opera production, 

- conducted by. Paid Daniel (Brad 
Cohen from Nov 11) in a staging 
by Tim Albery. The programme Is 
completed by Twice through the 
Heart, by Mark-Anthony Tumage, 
conducted by Nicholas Kbk; Nov 
4.7 

9 Tosca: by Puccini. Engfeh 
National Opera production, 
conducted by Noel Davies In a 




Henry Jaglom: ‘It’s a tribute to the madness of actors’ 


me mor is ed than. Why? Perhaps 
to confirm to himself some sense 
that he was not what everyone 
thought he was.” 

Welles left a message at 3 
o'clock one morning on his 
friend’s phone, asking him to call 
with news of Jaglom’s mother 
who was ill with cancer. Jaglom 
rang back a little later, but 
Welles had died. 


He left some of his finest late 
testaments in Jaglom's films, as 
the magician in A Safe Place or 
the philosopher-celebrity in 
Someone to Love. Welles liked 
Jaglom, but marvelled a little 
uncomprehendmgly at his mov- 
ies. 

“He told me, 'Henry, you’re 
like an Eskimo. I saw thin film 
about an old Eskimo carving a 


giant walrus tusk. And the docu- 
mentary filmmaker goes up and 
says. ‘What are you making?’ 
And the perplexed Eskimo says, 
T don't know, I’m trying to find 
out what’s inside.’ 

" You're like that’ Orson said 
to me. ‘You’re carving away at 
men, women, America, our whole 
culture - trying to find out 
what’s inside.* * 


Theatre 

Too many 
notes 

M ichael Cashman makes 
his first appearance in 
the title role of 
Anthony Clark's Birmingham 
production of Julius Caesar 
standing on a plinth, impersonat- 
ing a statue to himsaifi as Roman 
plebeians wrangle with the tri- 
bunes. he slips off unobtrusively. 
Not terribly imperious conduct; 
but this is a dictator who - until 
one reads the programme notes 
about the soothsayer's method of 
divination by interpreting pat- 
terns of light bouncing off a 
shiny object - appears literally 
frightened of his own reflection. 
Elsewhere, Cashman plays Cae- 
sar as larger than life; be uses 
the full range of his voice in 
terms of pitch, volume «nH tim- 
bre. . . but often in the same sen- 
tence. with the result that at 
times he seems almost to be sing- 
ing his lines. 

Director Clark seems deter- 
mined to leave no theme in the 
play un-alluded to. Patrick Con- 
neUan's design centres upon “an 
anatomical lecture theatre, a par- 
liament, a debating chamber ... a 
place to examine the 'body poli- 
tic’.” Julius's near -divinity and 
imminent kingship are encapsu- 
lated in a rousing chorus of that 
well-loved hymn, “AH Hail The 
Power Of Caesar’s [sic] Name”, 
ending “Crown him Laid of all”. 

The conspirators are particu- 
larly young, which makes a non- 
sense of a number of lines, 
including the comment about her 
“once-commended beauty" by 
Brutus’ wife Portia (Bonnie Engs- 
trom, plainly still in full flower), 
but does create the sense of a 
junior officers’ coup. A curious 
stroke of casting has led to Cas- 
sius being played by James Drey- 
fus. hitherto best known for his 
West End lead in Eurovision and 
his television role as PC Goody in 
The Thin Blue lAne, neither part 
fraught with macho menace. But 
I was surprised by the control of 
his performance, although he 
remains a little overkeen to lurk 
conspiratoriaHy or quiver that bit 
too much in high passion. 

The first world war-era mili- 
tary uniforms bolster the tren- 
chant impression that, like that 
conflagration, the civil war arose 
in large part because a number of 
key players regarded it as inevi- 
table Overall, Clark wants it all; 
his intelligent production does 
not aim to answer questions, but 
often it does not clearly raise 
them, simply tipping its hat in 
their direction. As the Emperor 
of Austria rebukes Mozart in 
Amadeus. “Too many notes.” 

Ian Shuttleworth 

Birmingham Repertory Theatre 
until November 22 (0121 236 
4455 ). 


staging by Keith Warner. 

Rosalind Plowright sings the title 
role; Nov 5 

Shaftesbury Theatre 
Tet 44-171-379 5399 
The Royal Opera: The Merry 
Widow, by Franz Lehdr, In a new 
translation by Jeremy Sams. New 
production 6y Graham Vick, with 
designs by Richard Hudson; Nov 
4, 5, 6, 7, 8 

THEATRE 

Barbican Theatre 
Tet 44-171-638 8891 
Henry V: by Shakespeare. Ron 
Daniels directs this Royal 
Shakespeare Company 
production, with Michael Sheen 
In the title role; 4-22 Nov, after 
which it wOl tour the UK 

The Pit, Barbican Centre 
Tet 44-171-638 8891 
Romeo and Juliet by 
Shakespeare. New production 
directed by Michael 
Attenborough and designed by 
Robert Jones. Ray Fearon and 
Zoe Whites are the fevers; to Nov 
15 


■ LOS ANGELES 

CONCERTS 

Dorothy Charafler Pavilion 
Tet 1-213-365 3500 

• Los Angeles Philharmonic: 
conducted by Roger Nomngton 
in works by Brahms; Nov 5 

• Los Angeles Philharmonic 
conducted by Roger Norrington 
in works by Bertfez. Chopin and 
Smetana With piano soloist 
Emanuel Ax; Nov 6, 8 


EXHIBITIONS 

Museum of Contemporary Art 
Tet 1-213-6266222 
Cindy Sherman: retrospective 
tracing the New York-based 
artist’s development from the 
1970s to the present; to Feb 1, 
after which the exhibition will 
travel to Chicago, Prague, 
London, Bordeaux, Sydney and 
Toronto 

■ NEW YORK 

CONCERTS 
Lincoln Center 
Tet 1-212-721 6500 
New York Philharmonic: 
conducted by Charles Dutort in a 
programme of works by Mozart 
Barber and Tchaikovsky. With 
soprano Barbara Henctafoks; 
Avery Fisher Hall; 

Nov 5, 6, 7, 8 

DANCE 
Joyce Theater 
Tel: 1-212-242 0800 
Siobhan Dawes Dance Company: 
double-bill of Bank, Davies' most 
recent work, choreographed to 
Malteo Fargton's percussive 
score, and the award winning 
The Art of Touch. This week-long 
season is the conclusion of an 
autumn tour, and part of a 
festival of British 

contemporary dance; from Nov 4 
to Nov 9 

OPERA 

Metropolitan Opera, Lincoln 
Center Tet 1-212-362 6000 
• Don Giovanni: by Mozart. 
Production by Franco ZefffrelU, 
given Hs first performance of the 
season on 5th, when Amanda 


Roocroft makes her Met Opera 
debut Nov 5, 8 

• U Barbiere di Sivtglja: by 
Rossini. Revival of a staging by 
John Cox; Nov 6 

• La CenerentoJa: by Rossini. 
Met Opera premiere. New 
production conducted by James 
Levine in a staging by Cesare 
Lievi, with designs by Maurtzio 
Bald; Nov 3, 7 

• Tannhdusen by Wagner, in a 
staging by Otto Schenk; 

NOV 4, 8 

■ PARIS 

CONCERTS 
Salle PleyeJ 

Tel: 33-1-4561 6589 
Orchestra de Paris: 
conducted by Semyon Bychkov 
Id works by Schnittke, 
Mendelssohn and Strauss. With 
violin soloist Viktoria MuHova; 
Nov 5, 6 

DANCE 

Opfra National de Paris, Palais 
Gamier Tel: 33-1 -43439696 
Paris Opera Ballet mixed 
programme - Soir de fete by 
Staats, L'Arfesienne by Petit, and 
La Symphonic fantastkjue by 
Massine; Nov 6, 7, 8 

EXHIBITIONS 
Musee Camavalet 
Tet 33-1-4272 2112 
Pare and the Parisians in the 
time of Louis IV; more than 300 
engravings, which together 
create a vivid impression of 17th 
century Paris. Including portraits, 
images of the city and Its 
monuments, as well as proverbs, 
allegorical works, and almanacs; 


from Nov 5 to Jan 1 8 
OPERA 

Op£ra National de Paris, Opfra 
Bastille Tet 33-1-44731300 
Nabucco: by VerdL Conducted 
by Plnchas Steinberg in a staging 
by Robert Careen; Nov 4, 7 


■ TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for 
Europe can be received in 
west an Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 
Monday to Friday, Central 
European Time: 

• NBC Europe 

07,00: FT Business Morning 
10JXk European Money Wheel 
Nonstop live coverage until 15.00 
of European business aid the 
financial markets. 

17,30: Financial Times Business 
Tonight 

9 CNBC 

0&30: Squawk Box 
lOJXk European Money Wheel 
IBJXfe Financial Times Business 
Tonight 
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COMMENT & ANALYSIS 


Needing tough treatment 


T he sheer scale of the 
IMF package agreed 
last week with 
Indonesia, and the 
decision by the US adminis- 
tration to get directly 
involved with it. are indica- 
tions of how seriously the 
leadership of the Industria- 
lised world takes the eco- 
nomic, financial and politi- 
cal risks of the continuing 
turmoil in south-east Asia. 

When the first news of the 
IMF deal for Indonesia began 
to leak out a while ago, the 
scale of the support was put 
at S4bn (£2-5bn). By the time 
the overall package was 
announced on Friday, that 
bad risen to $37bn. and will 
be second only to the Mexi- 
can bailout of 1996 in overall 
scale. 

What is more, the US 
involvement represents a 
marked change from its 
recent approach. In the sum- 
mer, the administration did 
not take part in a similar 
IMF programme of support 
for Thailand, where the cur- 
rent crisis began. There 
seems little doubt that in the 
three months that have 
elapsed since the Thai nego- 
tiations, the stakes from the 
escalating crisis in the 
region have risen For Indon- 
esia. therefore, the US 
agreed to contribute $3bn of 
supplementary financing - 
money to be drawn only if 
the main IMF package fails 
to restore stability. 

What explains this height- 
ened concern in Washing- 
ton? 

Officials are clearly much 
more troubled than they 
have been at any point since 
the regional crisis began ear- 
lier this year about the risk 
of “contagion’’. Although the 
immediate economic impact 
from the turmoil is still not 
generally expected to be 
large, there are increasing 
worries about the financial 
turbulence and about the 
potential risk for US security 
policy in the region. 

And the Indonesian case is 
a dear example of the kinds 
of fears that are on the 
minds of US and other inter- 
national policymakers 
If the combined burdens of 
an economic slowdown, fall- 
ing asset prices and a deval- 
ued currency (which raises 
the cost of debt servicing by 
corporations), force Indone- 
sian companies into severe 


Gerard Baker and Sander 
Thoenes on the escalating 
crisis in Indonesia 



President Suharto: appeared powerless 


finan cial difficulties, there 
would be some big losers. 

Japan is by far the largest 
investor, with S38.7bn com- 
mitted over the past 30 years 
by Indonesian estimates, and 
many Japanese banks are 
more heavily exposed to 
Indonesia than to any other 
country' outside Japan. Both 
Singapore and Malaysia hold 
much of the capital fun- 
nelled abroad by Indonesian 
conglomerates, and some of 
their companies have moved 
shop to Indonesia to set up 
palm oil plantations and buy 
companies which became 
relatively cheap after the 
rupiah's depreciation of the 
last few months. 

But while the risk of finan- 
cial chaos is the main spur 
for action, there is also con- 
cern about political stability 
in the region, and little 
doubt that the two are con- 
nected. South-east Asia con- 
tinues to play a large role in 
US global security interests. 
On Friday. Robert Rubin, 
the US Treasury secretary, 
said: “Financial stability 
around the world is critical 
to the national security and 
economic interests of the 
US". 

Again, the Indonesian 


package is a critical case In 
point. There is a growing 
recognition that President 
Suharto's hold on his own 
people is not what it used to 
be and he could use a little 
help from his friends abroad. 
The army appears loyal, the 
parliament has been purged 
of critics and the dominant 
business conglomerates still 
feel their best bet for eco- 
nomic stability is the cur- 
rent regime. But many ordi- 
nary Indonesians are 
restless. 

The depreciation of the 
rupiah has caused a sharp 
rise in prices for staple foods 
such as rice. High Interest 
rates prevent many from 
buying low-cost housing and 
even motorcycles. Their 
savings may be frozen In 
illiquid banks. Thousands 
have lost their jobs in a 
country where unofficial 
estimates of under-employ- 
ment go up to 40 per cent of 
the workforce. 

To make matters worse. 
Mr Suharto has appeared 
powerless against massive 
fires that have lit peat bogs, 
forests and coal deposits, 
sending a thick haze over 
much of south-east Asia. 
Students have clashed with 


police in various cities in 
recent weeks, workers have 
gone on strike and now the 
government faces the pros- 
pect of a rush on the banks. 

While few western leaders 
like to be seen in public with 
Mr Suharto, they also know 
that the alternative may be 
chaos. The first riots that 
brought dawn Sukarno, his 
predecessor, started with the 
devaluation of the rupiah. 

One final key to under- 
standing the importance of 
the Indonesian IMF agree- 
ment is that it may repre- 
sent a blueprint for the kind 
of measures US and IMF offi- 
cials believe are necessary to 
restore financial stability in 
the region. Although details 
are still sketchy, the IMF 
deal may indicate that the 
Jakarta government is com- 
mitted, and politically strong 
enough, to enforce some 
painflil measures. 

The rupiah has lost a third 
of its value since August and 
the Jakarta Stock Exchange 
index has dropped 40 per 
r en t Dozens of leading ’ con- 
glomerates are believed to 
have turned illiquid by a 
combination of sharply 
higher domestic interest 
rates and the appreciation of 
their interest payments for 
hard currency loans. 

But Mr Suharto did not 
hesitate to mop up liquidity 
by raising interest rates and 

transferring state pension 
fond deposits from commer- 
cial banks to the central 
bank In August He slashed 
$i3bn worth of Infrastruc- 
ture projects, even though 
this mean t that thousands of 
construction workers are 
now laid off. 

Mr Suharto also appears 
w illing to sacrifice parts of 
the immense network of 
patronage that he has built 
up to maintain power. Some 
of the banks shut down over 
the weekend are owned by 
powerful friends of his, and 
spending cuts have affected 
projects controlled by his 
family and friends. 

The IMF plan may. of 
course. Itself weaken further 
Mr Suharto's political posi- 
tion. But if the US adminis- 
tration a ad the IMF are to 
avert their worst fears of 
financial and political insta- 
bility in Asia, they know 
that more governments must 
be prepared to take some 
painfol medicine. 
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Too early to conclude China rules out euro 


From Mr Zheng Wufu. 

Sir. I refer to James Hard- 
ing's article “China rejects 
moving forex reserves to 
euro” (October 13). Whether, 
when and to what extent 
China will hold euro as its 
foreign exchange reserves 
depends not only on eco- 
nomic considerations, but 
also on quite a lot of other 
factors which affect the 
reserves’ safety, liquidity, 
yield and so om not to men- 
tion the fact that the 
assumption that the euro 
may not be so stable was 
based only on economic fee- 
tors, neglecting some other 


equally important factors 
such as political willing 
among European Union 
countries and strong sup- 
portive forces from interna- 
tional societies. 

I personally look upon the 
forging of single currency as 
a historically signifi ca n t 
experiment. It will be firmly 
supported by international 
societies and play an impor- 
tant part in the international 
financial mar ket. Therefore, 
it is too early to conclude 
that China rejects moving 
forex reserves to the euro. 

As Richard Pones argued 
(“The strength in numb ers", 


August 11) both the unprece- 
dented independence of the 
European Central Bank, 
guaranteed by the Maas- 
tricht treaty, and the higher 
gross domestic product and 
share of world trade will pro- 
vide a promising foundation 
to prevent the euro from 
being as soft as some other 
experts have predicted. 

The governor of the 
People's Bank of China. Chi- 
na’s central bank, has sig- 
nalled that he is giving con- 
sideration to actively 
hniHing the euro, while offi- 
cials from the State Adminis- 
tration of Foreign Exchange 


have made dear that C hinn y 
holding of the euro would 
increase in line with the 
European single market. In 
my view, these signals imply 
strongly that the authority 
will be most likely to adjust 
the amount and composition 
of its holdings of foreign 
reserves accordingly. 

This is not to say that 
china wfU hold euros Imme- 
diately after January 1 1999. 

Zheng Wufo, 
economist, 

international department. 
People’s Bank of China, 
Beijing 100800, China 


Saudi policy 
short-sighted 

From Mr K. ShilletD, 

Sir. It cannot be any sur- 
prise that Saudi Arabia nei- 
ther encourages foreign 
investment interest in its 
natural gas nor intends to 
market abroad itself. Every 
barrel equivalent of gas 
backs out a similar amount 
of crude where markets are 
established already. Any 
reduction in its 8m barrels a 
day crude production also 
reduces Saudi authority 
within the Organisation of 
Petroleum Exporting Coun- 
tries, which is less influen- 
tial in gas thaw oiL 
This may be a short- 
sighted policy. Power gener- 
ation worldwide is shifting 
rapidly from coal and oil to 
gas as a safe environmental 
halfway house to renew- 
ables. Global warming and 
climate change are realities 
that even the Saudis must 
accept and to which they 
must adapt 
Iran, Abu Dhabi and 
Qatar, an Saudi’s doorstep, 
are ready to scoop the gas 
export pool. Saudi gas for 
export sale must be only a 
matter of time. 

Kevin Shilleto, 
oil consultant, 

2 Mulberry Close. 

Beaufort Street, 

London SW3 SAB, UK 


US employment miracle no surprise 


From AfrR. McDowell, 

Sir, The US “employment 
miracle” is a mystery only to 
supply side economists. 
Gerard Baker (“Euro- 
sclerosis in focus”. October 
27) reported the latest find- 
ings of US economists that 
Europe's problem is not 
labour market rigidities, but 
weak demand or, possibly, 
regulatory rigidities in pro- 
duction and capital markets. 

But, looking at the eco- 
nomic data, job creation dif- 
ferences in the past five 
years between the US and 
Europe are best explained by 
consumer spending, not 
gross domestic product. 


industrial production, size of 
government, wage growth or 
terms of trade. No other fac- 
tor orphiiw failing unem- 
ployment or jobs growth so 
well 

This is not a surprise. Gov- 
ernment and large industrial 
companies continue to 
reduce their workforces. 

New Jobs are mainly in retail 
distribution, services and 
the small firms sector. Con- 
sumer spending in the 1990s 
has been growing twice as 
fast in the US and UK as in 
the European Union. The 
UK. which follows the US 
economic cycle much more 
closely than, that of the EU, 


reduced its unemployment 
rate faster than the US. but 
with less employment 
growth- The UK economy 
might have created more 
jobs but for low growth 
among its EU partners. The 
US and UK are at the peak of 
their business cycles. The 
EU is only now coining out 
of below trend growth. 
thanks not least to a grow- 
ing US trade deficit, now 
over $200bn. 

Robert McDowell, 

Banking & Securities 
Industry Consultants. 

2A, Gresham Road, 
Cambridge CBL 2EP. UK 


Greenspan’s warnings still on the table 


From VAnantha- 
Nageswaran. 

Sir, I share some of the 
sentiments exp r essed in 
your leader on Alan Green- 
span's testimony to the Con- 
gress ("Playing it safe", 
October 30). His “productiv- 
ity pendulum" had swung 
around quite a bit in recent 
months, leaving us wonder- . 
ing as to when he would 
wield the interest rate axe if 
the US economy was indeed 
growing at an unsustainab le 
rate for the whole of 
1997. 


However, he did not really 
let his guard down last 
Thursday. Carefully read, he 
left most of his warnings of 
October 8 on file tahie. 

While acknowledging the 
short-run restraining influ- 
ence of the recent asset-mar- 
ket volatility, he did mention 
that the acceleration in pro- 
ductivity. by itself, would 
not close the gap between 
PYryps long-term demand for 
labour and its supply. 

His punch-line came in the 
end. He almost ruled out any 
threat to US economic pros- 


perity from the Asian finan- 
cial disturbances. Therefore, 
by implication, he did not 
think that it would have any 
impact on the conduct of the 
Federal Reserve Board's 
monetary policy. 

Consequently, the possibil- 
ity of a Fed rate hike still 
exists, but perhaps its imme- 
diate exercise is less likely 
than before. 

V Anantha-Nageswaran, 
Hegarstrasse 4, 

8032 Zurich. 
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You needn't ever leave fcke comfort of your Four Seasons Hotel room to Le transported Ly a talented cke£ 
Room service menus abound with regional selections: from deep-dish pizza to striped bass 
prepared without unwanted calories, to homemade chicken soup at midnight. For 
the same breadth of choice in another unequalled setting, visit our restaurants 
downstairs. The demands of business demand nothing less. Phone your travel 
counsellor or, in the U.K., Q800-526-64S. Visit our Web site: www.fourseasons.com. 
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The CAP is being reformed cautiously, says Michael Smith 

The great survivor 


Four Seasons 


P ampered. Uncompet- 
itive. Stubbornly, 
sometimes violently, 
opposed to change. 
That view of European 
Union farmers is almost uni- 
versal, outside agricultural 
communities at least 
Franz Fischler, EU farm 
commissioner, wants to turn 
Europe's farmers into entre- 
preneurs. This summer Mr 
Fischler unveiled a wide- 
ranging reform of the Com- 
mon Agricultural Policy, 
which provides farmers with 
Ecu40bn (£28.6bn) of subsi- 
dies a year and pays than 
not to grow crops. “The 
enormous complexity of the 
present support mechanisms 
has left fanners scouring the 
pages of the official journal 
of the European Communi- 
ties instead of responding to 
market signals," he says. 

Mr Fischler and his fellow 
commissioners see cuts of up 
to 30 per cent in “support 
prices" - paid to farmers 
regardless of market condi- 
tions - as essential if the EU 
is to realise its ambition of 
enlargement into central and 
eastern Europe. But some 
critics are increasingly wor- 
ried that the commission has 
been cowed by the farming 
lobby into being too timid. 

The problem Is that the 
countries queueing to join 
the EU have vast, but finan- 
cially poor, agricultural sec- 
tors; in Poland, the largest of 
the aspiring entrants, nearly 
30 per cent of the labour 
force is in farming, com- 
pared with 5 per cent In the 
EU. Extending eastwards the 
existing benefits of the CAP 
is ruled out on financial 
grounds, but the mismatch 
would cause deep resent- 
ment and erect big obstacles 
to forming a single market. 

Even with an EU of IS 
countries, an unreformed 
CAP would balloon out of 
budgetary control - and 
bring back controversial 
food mountains - as produc- 
tivity and production 
Increased. Already the CAP 
accounts fix- nearly half the 
EU budget The start of farm 
talks under the World Trade 
Organisation in 1999 is also 
concentrating minds. 

Unless the EU cuts the 
support prices for agricul- 
tural goods it is extremely 
unlikely to be allowed by 
other countries to expand 
exports. But will the com- 
mission’s price cuts and 



accompanying measures be 
enough to meet the double 
dilemma posed by enlarge- 
ment and the forthcoming 
trade talks? 

The proposals have a role 
mnHei in the ground-break- 
ing CAP reforms harried 

through the wimmic^ n n anil 
member states in 1992 by 
Ray MacSharry, then farm 
commissioner. The centre- 
piece was a move away from 
near-total reliance on price 
support towards direct 
income aids which cause less 
offence at the WTO. 

The reforms have achieved 
a fair degree of success. 
They have helped cut food 
mountains to manageable 
levels and restrained expan- 
sion of the CAP budget, 
which has grown in the last 
five years but less than 
would have been the case 
without reform. Farmers 
have benefited too. with pa- 
capita Income up 4^ per cent 
a year, according to the com- 
mission. 

But MacSharry was just a 
start The Fischler package 
would cut support prices of 
beet cereals and milk by 30. 
20 and 10 per cent respec- 
tively and increase income 
aids farther. Farmers would 

receive more direct income 
aids in compensation. 

The commission also plana 
to cap payments to individ- 
ual farmers, 20 per cent of 
whom receive 90 per cent of 
subsidies. Countries would 
be given more authority to 
decide who receives aid, and 
the practice of setting aside 
land for payment would be 
reduced- A revamped rural 
policy could provide addi- 
tional assistance for recre- 
ational and environmental 
schemes in some areas. 


The commission dismisses 
claims by farmers they could 
lose Ecu8.5bn a year. It 
-expects farm incomes to 
remain steady and forecasts 
a CAP budget for the IS of 
Ecu48bn in 2006 (1997 prices). 

Critics say the commission 
has missed crucial opportu- 
nities. First, it hag put no 
time limit on the direct pay- 
ments which compensate 
price cuts. “There is clearly 
no justification for continu- 
ing to compensate fully for 
previous price cuts for ever." 
says Michael Tracy, a Brus- 
sels-based agricultural econ- 
omist. 

Second, the commission 
extended the milk quota sys- 
tem unto 2006 and rejected 
drastic price cuts. Stefan 
Tangerznann, an agricultural 
economist at the University 
of Gottingen in Germany, 
welcomes the broad thrust of 
the commission’s overall 
proposals but says the 10 per 
cent milk price reduction 
will do “close to nothing to 
solve the underlying prob- 
lems of this sector”. 

Hie commission's cautious 
approach to reform is under- 
standable. The CAP has 
exercised a deep hold on the 
European psyche since it 
was a founding pUlar of the 
European Economic Union 
in 1958. 

The exalted status of agri- 
cultural workers was 
ens h rin e d to the 1957 Treaty 
of Rome which decreed the 
CAP should offer them "a 
fair standard of living”. The 
farm lobby never lets the 
politicians forget this and it 
is ex traordinarily effective at 
getting its message across. 

■You can usually tell what 
agriculture ministers are 
going to say in EU mee tings 


because invariably it is little 
different to what farm lead- 
ers have been saying the 
week before," says one com- 
mission official. “Fanners 
are well organised and have 
great unity of purpose and. 
because they dominate the 
sparse rural vote, they can 
decide the government in 
most EU countries." 

Witness Germany. With 
elections due next autumn 
both at the federal level and 
in Bavaria, a farming heart- 
land. ministers are anxious 
to court rural voters. Jochen 
Borchert, now agriculture 
minister but once a leader of 
the country’s farmers' organ- 
isation, has said the commis- 
sion’s CAP proposals are 
unnecessary and Chancellor 
Helmut Kohl has not chal- 
lenged that view. 

Elsewhere, the farm lobby 
either has less ability or will 
to fight reform. Policy mak- 
ers are giving more heed 
t ha n previously to environ- 
mental and consumer lobby- 
ists, a trend exacerbated by 
the BSE “mad cow" scares. 

The governments of the 
UK and Sweden say the com- 
mission should be tougher; 
both want the milk quota 
dismantled and the UK 
wants a cut over time in pay- 
ments compensating price 
cuts. Among other countries 
few, if any, are as opposed to 
reform as Germany. In the 
commission there is growing 
confidence that a reform 
package will be agreed, per- 
haps by the end of next year. 

The test for Mr Fischler 
will be his ability to resist 
dilution. 

If he does agricultural 
economists say unfettered 
export of beef and some cere- 
als may become a reality and 
Mr Fischier's dream of entre- 
preneur farmers will be 
nearer achievement. In addi- 
tion, commission officials 
say the milk proposals may 
yet be toughened, either by 
bigger price cute or a com- 
mitment to ending quotas. 

However, reducing com- 
payments - seen 
by many as sounding the 
death knell for the CAP - Is 
not a runner. “Member 
states would simply not 
accept it,” says one official. 

That means future head- 
aches for integrating new 
member states. But for the 
foreseeable future the CAP 
remains the EU's great sur- 
vivor. 
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out 
Indonesia 


The $37bn financial rescue 
package put together by the 
International Monetary Fund 
and the World Bank for Indon- 
esia is impressive in its generos- 
ity- It is the biggest interna- 
tional bail-out organised since 
Mexico's SSObn in JS95, and it 
has been put together in barely 
three weeks. Seven govern- 
ments, including the US, Japan 
Singapore and China, are chip- 
ping in with their own bilateral 
deals. President Suharto seems 
to have many friends. But is 
their medicine right for his 
country? 

Full details of the conditions 
attached to the loans have not 
yet been spelt out The problem 
is partly a matter of presenta- 
tion. The outside world needs to 
know that for such a generous 
package, tough and measurable 
conditions have been laid down. 
They must focus on two key 
areas of weakness: the over- 
stretched and under-regulated 
financial sector; and the Lack of 
transparency in government 
contracts associated with the 
business activities of the friends 
and family of the president But 
that is precisely what the gov- 
ernment will not want to make 
apparent to its domestic audi- 
ence, particularly in the run-up 
to a presidential election. 

On the banking side, the first 
action has already been taken, 
with licences being withdrawn 
from 16 problem banks. That is 
certainly a step in the right 
direction, although many of the 
remaining 224 banks in the 
country scarcely inspire confi- 
dence. It is a signal that others 
cannot expect to be bailed out 
indefinitely. But there also 
needs to be evidence that the 
supervisory deportment of the 
central h ank is being over- 
hauled. Far too many compa- 
nies have been allowed to set up 
banks and collect deposits for 
little more than their own pri- 
vate use. 

The decision to scrap trading 


monopolies For important food- 
stuffs like soya beans and 
wheat, a long-standing source of 
political patronage, is welcome. 
So is the agreement to phase 
out the tax holidays for the con- 
troversial “national car" pro- 
moted by Mr Suharto’s son. 
Tommy. That is likely to ******** 
the end of the project, from 
which Tommy Suharto has 
obhgmgiy retired just in time to 
save face. 

Other necessary reforms seem 
to have proved too politically 
sensitive. The government 
monopoly cm rice imports and 
distribution is to be maintained, 
as are hefty subsidies of fuel 
prices. In the weeks before next 
March’s election, such action 
might have been political dyna- 
mite. Drought, devaluation, for- 
est fires and a series of natural 
disasters have already created a 
febrile atmosphere. 

The IMF argues that , unlike 
other countries in the region 
such as Thailand, fnrtnn <*rin has 
the political discipline neces- 
sary to carry out tough reforms, 
within reason. The other expla- 
nation for the size of the pack- 
age is that it will be big enough 
to prevent any conceivable far- 
ther runs on the currency. The 
first assertion, at least, is ques- 
tionable. 

Indonesia has been consis- 
tently praised for its sensible 
macro-economic and monetary 
policies. But the weaknesses 
have been at the micro-eco- 
nomic level: in the explosion of 
ill-regulated banks, and the con- 
centration of business and polit- 
ical power in the bands of a tiny 
elite, unaccountable to any but 
the 76-year-old president 

Institutions like the IMF, the 
World Bank and the Asian 
Development Bank, not to men- 
tion friendly governments, have 
failed to spell out the dangers of 
such weaknesses in good time. 
The markets have identified the 
political problem. Others should 
have served notice sooner. 



Last week, the Brazilian real 
narrowly avoided becoming the 
latest emerging-market cur- 
rency to Call victim to specula- 
tive attack. The week before, it 
was the Hong Kong dollar. This 
week's target is anybody’s 
guess. Perhaps it all could have 
been avoided if Thailand had 
quietly devalued as soon as its 
economic difficulties became 
apparent. Changing a fixed 
exchange rate without precipit- 
ating a crisis is a difficult task. 
But sometimes it must be tried. 

There are often sound eco- 
nomic reasons for a country to 
adjust within a fixed currency 
regime, or to quit it altogether. 
A fixed nominal rate can lead to 
serious misalignments in the 
real exchange rate. Flexibility 
in the domestic economy will 
allow some adjustment Some- 
times. though, the pressure is so 
great that only a change in the 
exchange rate can bring the 
economy back on track. 

But however sound the rea- 
sons. choosing to devalue or to 
leave a fixed-rate regime will 
always carry risks. Maintaining 
a fixed rate is often a credibility 
symbol for policy-makers, and 
changes can cause panic. 

Action therefore needs to be 
carefully planned. Three princi- 
ples could help. These will not 
guarantee a smooth transition. 


but they should increase the 
chances of success. 

First, authorities must be as 
clear as possible about what 
they are doing, and why. 
Endorsement by a multilateral 
organisation, such as the IMF, 
could help to ensure that then- 
reasoning is seen as credible. 

Second, the effects on the 
regional economy should be 
considered. With the greater 
openness of the world economy 
has come a strengthening of 
linkages within regions. One 
country's policy cannot be con- 
sidered in isolation, if possible, 
therefore, currency realign- 
ments should be agreed within 
a regional context 

The third, and most impor- 
tant principle is that the riming 
must be right The wrest time 
to leave an exchange rate peg is 
when it is undo: attack. The 
best time is when the economy 
is strong, and when the authori- 
ties' credibility is high. Policy- 
makers should be looking to 
make any changes pre-emp- 
tively. just as they should do 
with monetary policy. 

Changing a fixed exchange 
rate is a risky business. But fail- 
ing to t+iangg a rate which is 
clearly misaligned can only lead 
to trouble. Early action, if well 
considered, can save an awfal 
lot of pain later. 


Tory turmoil 


Britain's Conservative party 
lost the general election because 
it chose to speak to itself rather 
Uian to the nation. Obsessed by 
Europe, the Tories turned their 
back on the everyday preoccu- 
pations of the electorate. Now 
they seem set on repeating the 
same mistake in opposition. 

The weekend resignation of 
David Cuny. the shadow agri- 
culture spokesman, was the lat- 
est in a series e£ blows for Wil- 
liam Hague, the party leader, ft 
follows the departure of Ian 
Taylor, a Northern Ireland 
spokesman, and the denuncia- 
tion of the leader's European 
poliev by the formidable alli- 
ance ‘or Michael Heselttne and 
Kenneth Clarke. 

In this matter, Mr Hague is 
the author of his own misfor- 
tunes. Two weeks ago be chose 
o harden his opposition to the 
single European currency. Mr 
Hague insists he will fight the 
next election on a platform of 
■•saving" the pound - in eff ect 
ruling out British participation 
r io years at least. 
Unsurprisingly, pro-European 
Conservatives are deter mined to 
tight a policy which threatens a 


damaging breach with business. 
Mr Clarke wants a cross-party 
alliance to take Britain into the 
single currency. Mr Heselttne 
has put himself at the head of 
the pro-European forces within 
the Tory party. 

Mr Hague's position is neither 
principled nor practical Princi- 
pled objection to Emu on consti- 
tutional grounds would rule out- 

participation forever. A practi- 
cal approach would leave the 
position open until the election, 
instead Mr Hague has put a bar 
on entry for an arbitrary period 
of 10 years. He might contem- 
plate joining in 2007 but would 
not even consider it in 2006. 

Mr Hague says this is the pre- 
ferred position of the majority 
in his party. But those with lon- 
ger political memories than the 
36-year-old Tory leader will 
recall this was precisely the 
argument used by the left when 
it seized power hi the Labour 
party during the early 1980s. 
Only after three defeats did 
Labour learn that elections are 
won by parties which reach out 
beyond their core support. 
Sadly, Mr Hague seems deter- 
mined to ignore the lesson. 


COMMENT & ANALYSIS 


The mayor who got lucky 


Richard To mkin s explains how Rudolph Giuliani has revived 
New York City with a combination of good fortune and design 


F or one fleeting 
moment a few weeks 
ago, it looked slightly 
less than certain that 
Rudolph Giuliani 
-would be reelected to a second 
term as mayor of New York City. 

A TTfli ti flu immigrant named 
Abner Looima, arrested after a 
fracas at a nightclub, was taken 
. to a Brooklyn police station. 
There, police officers allegedly 
subjected him to an almost unbe- 
lievably sadistic assault, pushing 
a toilet plunger up his rectum 
and then down his throat. As 
they brutalised him, one shouted: 
" This ig Giuliani time.” 

The words were to haunt the 
mayor during the outcry that fol- 
lowed. Four years earlier, Mr 
Giuliani ran for office on a law- 
and-order ticket, and his first 
term had been characterised by 
tough police tactics. Now. with 
the city teetering on the edge of a 
race riot, the media were asking 
whether those tactics had gone 
too far. 

It is some measure of how 
much New York has changed in 
the past four years that, once the 
alleged attacker had been 
arrested, the outcry died down. 
Although complaints against 
police brutality have risen. New 
Yorkers the political and 

racial spectrum appear to have 
concluded that the occasional 
excess, if appropriately dealt 
with, is a price worth paying for 
safe streets. 

Tomorrow, New Yorkers go to 
the polls to decide whether to 
re-elect Mr Giuliani for a second 
four-year term. But, to use a local 
expression, it’s a shoo-in: his 
Democratic opponent. Ruth Mes- 
ringer, is a nonentity and, bar- 
ring a last- minute calamity. New 
Yorkers will return Mr Giuliani 
by a big majority. 

The vote will be Mr Graham’s 
reward for presiding over an 
extraordinary change in New 
York's fortunes. 

Just a few years ago, the dty 
was in the grip of economic and 
social malaise. The crime rate 
was notorious: the streets of the 
poorer suburbs routinely crack- 
led with gunfire, guidebooks 
advised tourists to have a $20 
(£13) bill ready for muggers, end 
Times Square's boarded-up thea- 
tres were patrolled by drug ped- 
lars and prostitutes. 

At the «nd of 1993 Mr Giuliani, 
who had previously tackled the 
Mafia .and Wall. Street insider 
traders while US attorney for the 
Southern District of New York, 
became the city’s first Republi- 
can mayor in a generation when 
he narrowly beat the incumbent, 
David Dinkins. 

Before standing for election, Mr 
Giuliani had spent time studying 
the “broken window" theory of 
crane-fighting, which held that 
controlling public disorder was 
the key to reducing serious 
crime. On taking office, he and 
h« then police chie f, William 
Bratton, storied putting the the- 
ory to the test 

The results were startling. As 
the police cracked down on 
minor street offences such as 
aggressive begging, public drunk- 
enness and illegal street vending, 
the figures for serious crime 
began to plummet Last year, the 
number of murders fell to 984. 
the first time the figure had 
fallen below 1,000 in nearly 30 
years. 

Over a similar period. New 
York’s financial position also 
began to improve. When Mr Giu- 
liani came to office, the city was 
faring its worst financial crisis 





since its near-bankruptcy in the 
mid-1970s. But Mr Giuliani, who 
had promised local government 
reform, cut the municipal work- 
force by 20,000 jobs to 200.000, 
and the city ended Its fiscal year 
to June with a $1.4bn budget sur- 
plus. 

At a personal level, Mr Giuliani 
has never been held in much 
affection by New Yorkers. Seen 
as cold and humourless, he tries 
to be tough, but often comes 
across as a bully. A recent article 
in The New Yorker ma gastna por- 
trayed him as having been a 
bookworm at high school and col- 
lege, the sort of boy who would 
be picked on. It quoted a critic's 
description of his high-handed 
style as "the revenge of the 
nerd". 

Even so. New Yorkers have 
been able to forgive him almost 
anything for their city’s remark- 
able tumrouud. 

Crime is down to a level where 
New York is statistically the saf- 


est large dty in the US. Tourism 
is booming, real estate prices are 
going through the roof, and 
Times Square, a high-profile sym- 
bol of the city’s psyche, is under- 
going a renaissance. 

But how much of this is due to 
Mr Giuliani? Crime has certainly 
plummeted in New York, but it 
began to fall long before he took 
office. And inconveniently for the 
broken window theory, other US 
dties - Houston, for example - 
have had similar declines in 
crime without any conspicuous 
changes in police tactics. 

Law enforcement experts say 
US crime rates have declined for 
a number of reasons, including 
the waning of the crack cocaine 
epidemic and its accompanying 
turf wars; a dip in the number of 
males in the population in the 
crime-prone age range of 16 to 24; 
and a big increase in the prison 
population, which has kept more 
offenders off the streets. 

Professor Franklin Zimring, 
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of encouragement from other 
Balkan leaders. Guests include 
Serbian boss Slobodan Milosevic, 
who knows more than most 
about simmering rivalries. 


JBVIt’S unseasonably chQlydown 
In the Eastern Med, so Greece 
. and Turkey probably wont bury 
the hatchet today during a . ’ 

ypleasajit pool-sMe chat. But : . 

•' Greek prime minister Costas . 
R iin iHh and Mpg nt VThwnt' tats 
Turkish counterpart, - wfiTbe 
tiyin« bard toget^omewamrfh 
back, into bUateral relations-. . 
-.even if they have to keep their 


Ad to go 

■ What to make of the sudden 
departure of Susan Gianinnd. 
chief executive of J. Walter . 
Thompson’s New York • 
advertising agency? . 

One ctf the most senior women 


' •'.The two men are due to meet 
ihq the sidelines of a ftallom ; • ' 


' SfanJtis at Agxa Pelagia, a beach 
'-resort tn western Crete. A nice 
sure enough, hut wfil they 
.lBtft.o 

It Is afmpgt 10 years, since the 
.;Xast attempt at a Greek-Turkish 
Vriq^ i ro pihCjTTwmt — by Anflrpas 
Papandreou and Turgot Qzal. 

1 both new deceased, fa. those 
dajraTJiaHZTrasacaD^ 

- foretgp - gimifiter, white -Sfrnltis 

; was graphing with the Greek 

■ .public finances as economy 

bosses .'chatted away in private, 
leayiz^tlKmidQrfri^ no 
• chkiretogetacqiiainted. 

At least the two men have a 

■ Knp Aga fa r-r anmrm- Gorman 

fifmifrig topic r»»fngt» fn f V rwwmy 
from f i be ftmta, 

while Yffmaz-went to university 
there. And there will be plenty 


. on. Madison Avenue, Giqiunno 
joined J WT- part of Martin . 
Sorrell’s WPP empire - as 
general manager two years ago. 
Her detractors reckon the New 
York agency’s had a poor 
business record since; the recent 
loss of the money ^spinning 
Eastman Kodak account 
certainly didn't help mn rale . - 
* That said, it's only seven : 
months since Gianinno, a , 
psychologist before moving into 
advertising, was promoted into 
the top job. And no-one's saying 
exactly why the toug h-min ded 
47-year-old is leaving JWT so 
abruptly. 


quit his job as chairman of 
state-owned gaming monopoly 
Holland Casino after getting 
caught- np in the affair: 

■TncWra* nffipifl1n . anp gp tha t 
. Van Keulen Bad a chunky share 
. traftng account with Leemhuls 
& Van Loon, the stockbraking 
firm at tHp centre of their 
enquiries, and shipped lands to 
Switzerland. He is accused of tax 
fraud wnri falsifying documents. 
Holland Casinos says the 
management of a gaming 
establishment must be above all 
suspicion - so he had to go. 

■ Van Keulen's fate has not been 
decided yet, but it’s a refreshing 
attitude. Chief suspect Han 
Venoeulen, joint manag in g 
director at Leemhnis & Van 
Loon, was sacked back in 1593 
by James Capel for irregular 
accounting. But while the ' 

• Amsterdam exchange audit 
committee put him on probation, 
the stockbrokers’ association - 
.which controlled the bourse in 
those days - was happy for him 

to Stay OP its manag pinpnt 

board.- 

Venneulen went on to buy a 
stake in Leemhnis - and the 
rest, as they say, is history. 


in the 1970s when he sold out 
and moved to New Zealand. 

Until recently he was a big noise 
on the Isle of Man. the tiny tax 
haven in the Irish Sea. 

But now the flamboyant 
70-year-old - ranked 58th richest 
person in the British Isles in one 
list - has moved to Ireland in 
search of excitement. He’s 
pl annin g to build a £20m Sports 
Science Institute on the 
outskirts of Dublin, one of only 
three worldwide offering medical 
and professional advice to top 
athletes. It’s no surprise to 
Gubay-watchers that the plan is 

causing trouble. 

Gubay was about to skid in 
the bulldozers when confronted 
by last-minute planning 
objections. He’s appealing - but 
making ominous noises about 
abandoning the entire scheme 
unless he gets the all-clear. "If 
these appeals ore upheld that 
will he the end of it," he hufls. “I 
won’t build the institute 
anywhere else in Ireland. " 
Knowing Gubay, he probably 
means it. 


Spin the wheel 


Endgame 


■ Latest head to roll in 
Amsterdam's Stock Exchang e 

fiftatidaj won’K he familiar to 

traders - unless they like to 
cany on betting after the bourse 
has closed. Tbeo van Keulen has 


Kwik exit 


M Mercurial tycoon Albert 
Gubay is used to ruffling 
feathers. The man who founded. 
Britain's Kwik Save 
supermarket chain caused a stir 


■ A group of chess enthusiasts 
ore crowding their hotel lobby 
chatting about their many 
recent tournament victories. A 
frustrated hotel manager 
eventually asks them to disperse 
- because he can't stand “chess 
nuts boasting in an open foyer' ". 
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In tax revenues. 

This enabled Mr Giuliani to 
shy away from radical privatisa- 
tion or other measures that 
would have brought him into 
conflict with the powerful munic- 
ipal unions. 

But the city's financial prob- 
lems have not gone away. In 
spite of six years of growth in the 
wider US economy and the pros- 
perity generated by Wall Street's 
recent strength. New York’s 
economy is still fundamentally 
weak. The city has won back 
only half the private sector jobs 
it lost in the last recession, and 
the unemployment rate of 9.3 per 
cent is nearly twice the national 
average. 

Myron Magnet, editor of City 
Journal, an urban affairs quar- 
terly published by tbe rigfatwing 
Manhattan Institute, h as strong 
praise for Mr Giuliani's achieve- 
ments to date. 

“New Yorkers have a sense 
that their city has a future, a 
sense they really did not have 
before Mr Giuliani came to 
office,” be says. 

But he believes the mayor's 
highest priority in a second term 
should be cutting the cost of gov- 
ernment - and with it, the high 
taxes that have driven businesses 
and jobs from the city. 

“The city government is gro- 
tesquely too expensive.” Mr Mag- 
net says. “And although Mr Giu- 
liani has made some marginal 
improvements in that, he hasn't 
made the dramatic improvements 
that are necessary if New York is 
to have an economic future that 
is any thin g more than continued 
managed decline." 


director of the Earl Warren Legal 
Institute at the University of Cal- 
ifornia at Berkeley, says about 
half the fall in homicides in New 
York is probably "just plain 
regression”. In other words, 
homicides are cyclical, and hav- 
ing reached a high, they are sim- 
ply reverting to the norm. 

Police tactics may have con- 
tributed to the other half of the 
decline. Prof Zimring says, but he 
doubts whether this has much to 
do with the crackdown on drunks 
and vagrants. 

"One of the things the police 
have been doing is turning kids 
on the street upside down to see 
if guns fall out,” he says. “That’s 
not the broken window theory." 

Meanwhile, Mr Giuliani has 
been lucky with the city's 
finances, too. Although he came 
to office pledging to cut the city’s 
chronic budget deficits by ‘‘rein- 
venting” local government, the 
Wall Street boom solved the 
problem by generating a windfall 


S till, dramatic improve- 
ments may be hard to 
achieve. After four 
years of tumbling 
crime rates and boom- 
ing Wall Street revenues, Mr Giu- 
liani has been about as lucky as a 
New York mayor can bqpe to be: 
and the risk is. that in a second 
term, that luck will start to run 
out. 

If Mr Giuliani recognises this , 
it could explain his reluctance to 
set out his goals for the next four 
years. His ambitions for reducing 
the tax burden are hardly those 
of the zealous reformer. At a 
recent press breakfast, he said: 
“If we develop surpluses, we will 
take some of that money and give 
it back to tbe private sector so 
that the city becomes a better 
place to establish a business.” 

Presumably aware of the dan- 
ger that the crime figures, if 
cyclical, could start to rise again, 
he also avoided promising much 
in the way of farther reductions, 
preferring to talk of “consolidat- 
ing” the gains that have been 
made. 

Indeed, almost the only tangi- 
ble commitment Mr Giuliani has 
made has been to extend the war 
against crime to a crackdown on 
drugs. "Right now. nobody thinks 
it’s possible to cut down on 
cocaine and marijuana by SO, 60 
or 70 per cent But it is possible, 
and we are going to do every- 
thing we can to accomplish that,” 
be said. 

It is hardly a radical agenda. 
But as Mr Giuliani pointed out 
“During the administration of my 
predecessor, nobody was coming 
to New York to see how to do 
things better. They came here to 
sympathise with us for the way 
we were doing things wrong.” 

Perhaps it is enough if the city, 
having thrown off its image of 
failure, can cling to its newly 
earned reputation for success. 


& 


100 years ago 


German Strike Insurance 
Notwithstanding the 
existence of repressive 
legislation In Germany in 
regard to industrial agitation, 
the large employers of labour 
in toe Fatherland are finding 
it necessary to guard against 
the outbreak of labour 
disturbances in the same way 
as they provide against tbe 
visitation of Incendiaries - 
namely by insurance. A 
company called “Industrfa” is 
now being formed at Berlin, 
the members of which desire 
to protect themselves against 
loss arising out of the strikes 
of their workmen. Tbe . 
movement may possibly 
spread to England; but if so. 
very heavy premiums will be 
exacted unless the spirit of 
turbulence should subside in 
the interval 


30 years ago 


Sir Stafford: Be Cheerful 
Sir Stafford Cripps, Minister 
for Economic Affair s, in a 
broadcast last night, called on 
everybody to be cheerful 
undo* present circumstances 
and declared that a spirit of 
cheerfulness will see us 
through our difficulties. He 
said Britain had cut such 
dollar goods as films and 
tobacco, so tbe only things on 
which to save dollars now are 
foodstuffs; “ . . . we have to 
have less food for a time 
because we can't afford to buy 
it" 
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Italy’s MPs to decide 
on pension reform plan 


By James Blitz in Rome 

Definitive proposals to reform 
Italy’s pension system win be 
put to parliament this week, 
avoiding a budgetary crisis 
which could have seriously 
damaged the country’s readi- 
ness to join the European 
single currency in 1999. 

Romano Prodi, the prime 
minister, said the final settle- 
ment - reached after four 
months of negotiations - will, 
if passed, cat L4.l00bn 
($L36bn) from pensions spend- 
ing next year and end linger- 
ing doubts over whether the 
1998 budget could be enacted 
by the end of the year. 

Speaking to the Financial 
Times after sealing the agree- 
ment with the trade unions, 
Mr Prodi said he would have 
liked to achieve more substan- 
tial spending cuts, but that 
political pressures made this 
too difficult “Our goal at the 
outset was to get radical 
change, and what we have got 


is a good compromise," he 
added. Redactions in spending: 
over the next six years 
amounted tO “the marininm 
we could get - what I would 

call a major correction’’. 

It is the third attempt in five 
years to scale back the most 
generous pensions system in 
Europe. Agreement came after 
trade unionists adjusted a 
reform package that had ini- 
tially been agreed with Italy’s 
neo-Communists. 

Hie prime minister, forced 
into a temporary resignation 
over the issue last month, said 
an amendment to the 1998 
budget which spelled out the 
pensions proposals would be 
put forward on Wednesday. 

He called the final package 
of measures an historic step 
that would ease the doubts of 
fellow European Union leaders 
about Italy’s fitness to join 
Emu. 

Leading Italian economists 
said the package, which raises 
the age at which wmiinria of 


Italians can retire, would do 
nothing to bring about 
long-term structural reduc- 
tions in pensions outlays, now 
about 14 per cent of gross 
domestic product 

“After a year of political 
initiatives, debates among 
experts and great reform pro- 
jects, what we are left with is a 
bit of touching up," said Pro- 
fessor Maurizio Ferrera. a 
social security expert at the 
University of Padua. 

Mr Prodi, however, was 
pleased that the reforms would 
end certain privileges in the 
Italian pensions system. 

He described himself as one 
of the few European leaders to 
make progress in adjusting his 
country’s pensions liabilities. 
Other EU states should take 
this into account when assess- 
ing Italy’s application to be a 
founder-member of the euro, 
he added. 

Germany's pension policy 
faces b acklash. Page 3 


Indonesia starts IMF-backed 
reforms by closing 16 banks 


By Sander Thoenee in Jakarta 

More measures to liberalise 
and strengthen the Indonesian 
economy are expected to be 
announced today after the gov- 
ernment closed 16 troubled pri- 
vate banks over the weekend. 

The closures were the first 
step in a reform programme 
backed by the International 
Monetary Fund and other lend- 
ers In return for more than 
S37bn in assistance to defend 
against currency attacks. 

The new measures are 
expected to include import tar- 
iff reductions, export incen- 
tives and the opening up of 
distribution and wholesale 
markets to foreign companies 
manufacturing in Indonesia. 

On Saturday, Japan and 
Singapore confirmed their sup- 
port for the IMF-sponsored 
package by pledging $Sbn each 
in stand-by loans to help 
Indonesia defend the rupiah, 
which has lost one-third of its 
value in recent months, lhe 

Washington 
and Iraq 

Continued from Page l 

there will be no American | 
inside Iraq taking [part] In 
inspections,” said Taha Yassin 
Ramadan, the Iraqi vice presi- 
dent. “There is no retreat 
from our decision until things 
are pat in order." 

Baghdad’s decision was in 
reponse to a UN Security 
Council resolution last month 
threatening a ban on travel 
abroad by Iraqi officials who 
interfere with the work of UN 
inspectors. 


IMF, World Rank mvi Asian 
Development Bank have 
already pledged f23bn, the US 
$3bn and Malaysia flbn. 

With more expected from 
Australia, Hong Kong and per- 
haps China, the Indonesian 
package is more than double 
the amount offered to Thai- 
land earlier this year, and sec- 
ond only to the bail-oat of 
Mexico in 1995. 

One of the donors’ most 
important requirements was 
that the undercapitalised and 
overcrowded banking sector 
should be reformed. It 
appeared the government had 
waited until the weekend 
before announcing the bank 
closures to avoid panic among 
depositors. 

Hundreds of people tried in 
vain to use the automatic 
teller machines of the affected 
banks on Saturday when the 
list of closures became public. 

Sudradjad Qjiwandooo, gov- 
ernor of Bank Indonesia, the 
central bank, urged depositors 


to stay calm and vowed to pay 
back smaller depositors first 
He said the government would 
guarantee payment of up to 
Rp20m ($5,600) per deposit, 
starting on November 13. He 
estimated that 93.7 per cent of 
deposits would be covered by 
this guarantee and that pay- 
ments could total Rpg^OObn. 

However, the list of bank 
closures - mainly small hankw 
that had long been known to 
be in trouble - Included Rank 
Harapan Santosa. A popular 
savings bank, it had reported 
assets of Rp3,770bn, more than 
the total cost of the bail-out as 
estimated by Mr Sudradjad. 

Marie Muhammad, finance 
minister, said the hail-out 
would be financed through 
loans to be repaid from the 
budget. IMF officials had 
insisted the central bank 

abstain from balling oat banka 
to avoid boosting inflation 

Tough treatment. Page 16 
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Roadblocks set up in France 


Continued from Page l 

5 per cent rise to FFr8,625 
($1,449.57) a month for 200 
hours, and 20 per cent over the 
next three years. 

In return. Jean-Claude Gays- 
sot, the Communist transport 
minister, promised a tax break 
of FFr800 per driver to the 
companies. 

Leaders of the CFDT union 
declared this "an excellent" 
arrangement But despite des- 
perate efforts all yesterday to 
postpone protests, militant 
truckers up and down France 
would not listen. 


“The 1996 agreement left us 
with our trousers down - now 
les patrons expect us to drop 
our underpants,” one angry 
driver told French radio, 
insisting that grievances dat- 
ing from last year's conflict 
remained unaddressed. 

The main hauliers refused 
last night to consider going 
back to the negotiating table. 

Last year the public sym- 
pathised with the 230,000 
truckers, who were seen to be 
poorly paid for long hours 
worked. This time the public's 
sympathies may be more 
ambiguous. 


EU plans 
may raise 
prices of 
electrical 
products 

By Wchaal Sirflh in Bm—el 


European consumers Face 
higher charges for electrical 
products under pr opo sals for 
managing waste being consid- 
ered by die European Comnb- 
ston. 

The Commission’s envinin- 
ment directorate wants to 
fot ro dm n? measures requiring 
distributors of electrical and 
electronic goods to take hade 
equipment at the end of Hs 
life. The measures would also 
re quire producers to re-use or 
recycle a p ro p o rtion of Ons 
goods returned. 

But a working paper pre- 
pared by the directorate sug- 
gests the costs of the recovery 
and disposal of products 
equipment should be paid 
when the product is put on Che 
BMikri — p gshTWg up pr foft ff . : 

The proposals envisage 
schemes in each country to 
ensure users and distributors 

Of aj ntjmwnl fJH m*ii prod- 1 

nets that have readied the end 
of their fives. 

Distributors would, if 
required, have to take back 
free of charge a similar but 
outdated product when sup- 
plying a new one. 

The paper suggests that at 
least 90 per cent of the waste 
cables, large white goods and 
IT eqaipmoit generated each 
year should be collected - 
although it gives no date for 

iln |ilpmp»|gfki n 

The proportion would he 60 
per cent for telecaranmnica- 
tions equipment and 50 pea* 
cent for toys and brown goods 
such as radios and televisions. 

IT and cable mai u ifa riii r w ui 
would have to re-use or recy- 
cle at least 65 per cent of the 
equipment by weight. Far trie- 
coms and large white goods 
manufacturers the figure 
would be 80 per cant, brown 
goods 50 per cent, medical 
equipment 70 p er cent and 
automatic dispensers 60 per 
cent 

The paper also suggests that 
the use of lead, mercury, cad- 
mium and hexa valent chro- 
mium in electrical ami elec- 
tronic goods be phased ant 
within an unspecified time. 

But industry and cuusumei 
groups have significant reser- 
vations about the proposals. 
“The concept is OK, but the 
details cause problems,” said 
Bill McCartney, a Motorola 
executive who chairs flie ratvi- 
ronment committee of the 
Eetel telecommunications 
lobby. 

Bod Hunter, a Brussels law- 
yer advising the American 
Electronics Association, said a 
complete ban on the use of 
lead, merc ur y, cadnrinm and 
hexa valent mn w h u n was “an 
astonishing and unrealistic 
sug gestion”. 

The worki n g paper will be 
discussed by EU countries* 
environmental experts next 
week. 


THE LEX COLUMN 

Act of Faith 


To say that Main Street saved WaQ 
Street may he a bit of an exaggera- 
tion. But there is no doubt that US 
retail investors - which still own 
about two-thirds of the stock mar- 
ket - reacted with remarkable 
^plra^h in tfi<» fztn* of last week's 
turbulence. By Wednesday's dose. 
nmti iai f rrtwT redemptions amounted 
to only $T3tax a tiny fraction of the 
nearly «2.400tra held in equity 
fn yyk smd far lower in Octo- 
ber 1967. 

So for. at least, people's faith in 
e q u iti es does not seem to have been 
shab»n T The correction has been 
smaller the of a decade 
The economy is * rnv*h more 
mh ng t this around. And while 
investor s ha v e given op same prof- 
its, they are still sitting on a 
healthy gain; the average general 
eqpity fond is np 20 per cent for the 
year to date. 

Eucuun gngy, most IndhrMunli 
appear to be treating stocks as gen- 
uine long-tenn investments — since 
they (fid nntfring Discount broker 
Cheats Schwab, for instance, found 
ttert white its trading volumes more 
than doubled, five times as many 
Customers «|1M for i nf r atiiatinn as 
bought oar sold shares. The spread of 
timriy news, through television and 
the THtyrrauf, and the ability of the 
stock exchanges to handle unprece- 
dented volumes also helped to con- 
fcjrfin mty panff^ 

There is a snag, however, hives- 
toss’ sangfroid rests largely an the 
very high equity returns they have 
expe uemi ed over the past few years. 
Rationally. flu«o cannot continue 

ihJito *1m» tnarin* falls ftH ' ltw first. 

Global warming 

With the failure of the UN’s dtt- 
mate talks m Beam, the DS has only 
a mnwtb before the Kyoto s ummit. 
to accept that cutting greenhouse 
gas emissions wiH not mean 
kmg-tsiu job losses. Bight now the 
final protocol promises to be a sad 
affair given the power of the oil and 
coal lobby in the US. winch has still 
failed to meet its obligations under 
the Rio Treaty. 

Taxes on energy consumption 
may in theory be the most efficiait 
way of reducing emissions. But in 
practice, because d e mand is fad as- 
I tic and eoagy markets inflexible, 
public re sis ta nc e and erneem about 

tin* f yan pri ti of 

h ndiwMPft are real constraints. 
Companies and households cannot 
be subjected to penal energy taxes 
if they are unable switch to cleaner 
energy providers. So until energy 


1 tlS mutual funds 


Net new cash Row &bn) 



Samr B iw ut u M i t Comply ftqatit, 

markets are more widely liberal- 
ised, improvements to energy effi- 
ciency will explain the bulk of 
future *»m tenon* reductions. 

Technology-rich US companies 
such as Honeywell are well placed 
to « pinit a market estimated to be 
worth some $U3O0hn ova: the next 
40 years. By sparing the client any 
np-front expense on installing 
energy-saving equipment, they 
recoup their investment with a 
share of the savings. Small energy 
users may stiQ require incentives to 
focus an efficiency. But it is clear 
thsrt US companies and consumers 
have much to gain in the long term 
from energy efficiency. 

ft is therefore a shame that the 
US go v e rnm ent lacks the courage to 
admit that while some jobs in some 
industries may be lost, new jobs 
will more than compensate. 

Diageo 

Turmoil in developing markets 
and ridicule of a new name have 
driven down Guinness, and G rand 
Metropolitan shares to levels pre- 
vailing (against the market) before 
the merger was announced. This 
looks irrational.' Take the name: 
Diageo. If it really was an “empty 
vessel”, as one executive unwisely 
described it, that would cause con- 
cern. 

Bat the £2Um (|3Sbn) merger still 
offers the hongm* that made the 
shares jump on its announcement 
One is tiie £2.4bn share buy-back; 
another is VWWm annual savings; a 
third is the strengthened manage- 
ment. With leadership veering 
towards GrandMet, this deal should 
avoid the wasteful parallel culture 
and cost base problems that afflict 
some mergers. 

A mare serious worry is weaken- 
ing currencies in developing coun- 
tries. Last year the combined group 


derived nearly a quarter of its trad- 
ing profits from outside Europe and 
North America. Guinness, which 
accounted for the bulk of this, has 
- already named of a £6Qm dent to 
‘ profits this year and next However, 
these mainly paper losses look 
small beer compared with pre-tax 
profit forecasts for the combined 
group of about ElJHm for 1997-98, 
excluding one-off deal costs. A near 
10 per cent share price fall against 
the market over the past couple of 
weeks seems overdone. 

Diageo has just one regulatory 
hurdle to cross - that of the Federal 
Trade Commission - before efforts 
to sell the merger story are really 
cranked up. Some of the positive 
reaction elicited back in May should 1 
be easily retrieved. 

Liberty 

It is easy to sympathise with 
Denis Cassidy, the man called in to 
drag Liberty into the 20th century. 
He has done the dirty work at the 
upmarket department store group: 
closing poorly performing parts of 
the empire and replacing weak 
management But he cannot ignore 
the wishes of two big groups of 
shareholders with 44 per cent of the 
company between them, who have 
called an extraordinary meeting to 

try to oust him. 

The Ste wart-Liberty family and 
Brian Myerson, a typical gadfly 
shareholder, have some reason to 
be impatient After more than two 
years of Mr Cassidy's medicine, and 
nearly 09m restructuring casts last 
year, there has been no marked 
improvement in underlying profit- 
ability. 

Indeed, the company slipped into 
the red at intor hn stage. And, 
before last week's recovery, the 
shares had underperformed the 
retail sector by a third over the past 
year. It is hardly surprising that 
investors are balking at his ambi- 
tious plans to Invest £40m, equiva- 
lent to two-thirds of annual sales, in 
London's Regent Street store. 

Liberty was allowed to run down 
under a family management that 
evaded accountability to outside 
shareholders. There is certainly 
irony in the family now discovering 
shareholder activism. The rebels 
have yet to spell out how they will 
revitalise the Liberty brand or, in 
other ways, unlock shareholder 
value. 

But unless Mr Cassidy comes up 
with a convincing plan for improv- 
ing performance soon, he will 
deserve to lose the chair. 


This announcement appears as a matter of record only 
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Europe today 

Scaxfinavla wifl have a vary odd day 
with snow showers in the north and 
extreme east, but central and southern 
regions should have plenty of sunshine. 
Eastern Europe wfl be cold, with 
western Russia and the Baftic states 
having some snow showers. 

Central Europe, inducing the alpine 
states, the Low Countries and 
Germany, w9 be largely dry . with early 
fog aid frost clearing to leave some 
sunny spate. But northern areas of this 
region may have some drizzle. 

The central and eastern Medfterranean 
w® be maMy fine, taut the Iberian 
perinsufa and western France w9 have 
showers. 

Five-day forecast 

North-eastern Europe win be mainly 
dry, but it wiH be very cold with 
snow flurries. South-east Europe wiJJ 
tun much warmer. 

The rest of Europe will become very 
unsettled, with Atlantic fronts and 
depressions bringing rain and 
blustery winds to many places by 
midweek. The MedHerraiean will be 
settled. 



Situation «f midday. Tmpmtum mxbnum for day. ForacastxbyPA WoatharCmrtM 


Abu Dhobi 

Accra 

Algnis 

Amsterdam 

Athens 

Atlanta 

B. Aires 

&ham 

Bangkok 

Barcatorn 


Maximum 
CaMus 
Fair 32 
Thunder 31 
FnJr27 
Cloudy 8 
Cloudy 18 
Fair 14 
Fair 30 
Fair 12 
Thunder 31 
DrzztIS 


Bermuda 

Booota 

Bombay 

Brussels 

Budapest 

Chagen 

Cairo 

Caracas 


Fair 14 

Cloudy 11 

Faff 12 
Fair 6 

Shower 27 
Thunder IS 
Fair 34 
Fair 9 
Fair S 
Sun 4 
Fair 26 
Fair 30 


Cardiff 

Casablanca 

Chicago 

Cologne 

Dakar 

Dales 

DeW 

Dubai 

DufaBn 

Dubrovnik 

Edinburgh 

ftro 


FA-12 
Thunder 29 
sleet 2 

Cloudy 10 
Fatal 
Sun 18 
FSJr 28 
SUn 32 
Cloudy 11 
Sun IB 
Cloudy 10 
Shower 21 



No other airline flies to more cities iri 
Eastern Europe. 

1® 

Lufthansa 


Frankfurt F tk 8 

Geneva Cloudy 12 

Gibraltar Thunder 20 

Glasgow Cloudy ID 

HamDung Far A 

Helsinki Cloudy *1 

Hong Kong Far 24 

Honolulu Fair 29 

Istanbul Fair IS 

Jakarta Fair 34 

Jwsey Cloudy 13 

Johannesburg Fair 22 
Karachi Sun 33 

Kuwait Shower 30 


L Angeles 

Las Palmas 

Uma 

Lisbon 

London 

LuxJboug 

Lyon 

Madeira 


Sun 29 
Sun 26 
Cloudy 24 
Rain 20 
Fair 13 
Sun 8 
Cloudy 14 
Qoudy 24 


Madrid 

Majorca 

Malta 

Manchest e r 

Manaa 

Me lbou rne 

Mexico City 

fufiand 

MBan 

Montana} 

Moscow 

Munich 

Ndtaof 

Naples 

Nassau 

New York 

Nee 

Nicosia 

Oslo 

Paris 

Perth 

Prague 


Rain 17 
Fair 23 
Cloudy 22 
Cloudy 12 
Thunder 30 
Fair 19 
Fair 26 
Fair 28 
Cloudy 18 
Ffflrll 
Cloudy 1 
Cloudy 8 
Thunder 2S 
Cloudy 21 
Mr 29 
Cloudy 17 
Cloudy IT 
ThwMrSi 
Sun 5 
Fair 11 
Sot 33 
Cloudy 5 


R a n g oon 

Reykjavik 

Ho 

R ome 

S. Fnco 

Seoul 

Sin g a p ore 

Stockholm 

Stras b o ur g 

Sydney 

Tangier 

Tel Aviv 

Tokyo 

Toronto 

Vancouver 
<■ — » — 
▼OrflCtJ 

Vienna 

Wmar 

Washington 

Weangten 

Winnipeg 

Zurich 


Fair 30 
Cloudy 2 
Hander 28 
Cloudy 20 
Sun 22 
Far 14 
Thunder 32 
Far 3 
Cloudy 8 

Shower 22 
ThunderS* 
Thunder 27 
Cloudy 18 
Cloudy 7 
Rain 12 
fans 

Cloudy 7 
Cloudy 5 
Cloudy 17 
Shower 16 
far -2 
Cloudy 8 


Congratulations 
on a successful listing on the 
London Stock Exchange 


Nomura International 
acted as sole sponsor and lead manager 
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As tourism declines, turning the 
colony into a diversified financial 
centre is becoming crucial, say 

Richard Waters and Canute James 


broadens its 


Stand in front of the flagpole 
cm Hamilton’s Front Street, 
and yon find yourself at the 
heart of what remains of the 
British empire. 

Here, on a rock 600 miles 
from the nearest land mass, 
a small Union flag flutters 
over an island of 60,000 souls 
- the most populous British 
colony left, now that Hang 
Kong has been returned to 
China. 

The political future of this 
island is far from guaran- 
teed. however. Bermudians 
have been asked to vote once 
already on the Issue of inde- 
pendence. and the question 
is never far from view - 
even though the two politi- 
cal parties seem to have a 
tacit agreement to keep it 
out of the headlines during 
the forthcoming parliamen- 
tary elections. 

Britain’s new Labour gov- 
ernment is now carrying but 
its own review rtf the coun- 
try's 12 r emaining colonies, 
known officially these days 
as “dependent territories." S 
that results .in the mm-hw 
country backing away from 
its ties to the island. Bennn- ~ 
da's political leaders suggest, 
then they would'have little ~ 
compunction about cutting 
the island loose. 




It is a mark of the eco- 
nomic s tability and political 
maturity that Bermuda has 
been developing that this 
issue matters less than it 
would have just a few years 
ago - though it is hardly 
something that a thriving 
tntomafinnal business com- 
munity would welcome. 

Somewhat incongruously 
for an idyllic island whose 
economy has traditionally 
been built around tourism, 
this is now the world’s third 
largest insurance market, 
after London and New York. 

The rapid growth of its 
international business sector 
- more than outweighing a 
decline in tourism - has left 
a society whose gross domes- 
tic product per person has 
reached an impressive 
530,000. 

Meanwhile, the nest elec- 
tions, which must be called 
before October 1998, wiD be' 
fought for the first time by 
-two politicians, both women, 
from the island’s black 
majority. - 

This may well end up 
being the first, election that 
the United Bermuda Party 
(UBP) - a coalition of white 
and nhddle-classblatkinte-- 
ests - has lost since the 1968 
constitution that created 
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Bermuda’s parliament 

But that possibility seems 
to cause few concerns 
among members of the 
wealthy establishment that 
has held the reins of political 
power: the ' opposition PLP, 
shorn of its more strident 
tendencies, haw become a 
more centrist party that is 
no inng w seen as th* threat 
that it once was. 

However, the island has 
yet' to dee! with unresolved 
wHwnwir and issues 
which have, if any thing , 
been thrown into sharper 
relief by these successes. 

The economic Imhalannas 
stem. In part, from Bermu- 
da’s dependence on insur- 
ance - a traditionally cycli- 
cal. business. In the 
early-19905. Bermuda shot to 
prominence as a source of 
insurance cover for catastro- 
phe risks not available else- 
where. 

Tdgether with its history 
as a base for captive insur- 
ance companies - set up 
mainly by big US corpora- 
tions to insure their own 
risks — and its <tm»H group 
of specialist insurers willing 
to take on ..lagge. liability , 
risks, 'this has been the foun- 
dation for an increasingly 
diverse insurance industry. 



Not juste beach: somewhat Incongruously, the kfyttc aland whose economy has been buflt around tourism Is now the world's thfnl largest Insurance market 


Ironically, though, Ber- 
muda no longer boasts of its 
ability to attract insurance 
capital (The reserves of its 
insurance companies have 
jumped to $37bn, four times 
their level at the start of the 
decade.) 

EhrrPRs capital is a curse in 
an industry with such low 
barriers to entry: it is often 
followed by falling profits, a 
willingness to take on 
greater risk at lower cost - 
and, eventually, damag in g 
losses. . 

Bermuda's challenge will 
be to prove that the brains of 
its insurance companies, 
rather than their financial 
muscle, are the real source 
of their strength. 

The job of turning the 
inland into a more diversi- 
fied financial centre, reduc- 
ing its dependence on insur- 
ance, Is now under way - 
with mixed results. 

Hedge funds and other 
investment management 
businesses have started to 


spring up, drawn as much by 
the lack of income taxes and 
balmy climate as the finan- 
cial infrastructure. 

Attempts to foster an 
active securities industry, 
however, have foiled to take 
root, and Bermuda has so far 
turned its back on off-shore 
banking. A record of cau- 
tious deregulation and effec- 
tive ftrumriai supervision — 
give or take the occasional 
financial scandal that afflicts 
every centre at some time - 
should leave it well posi- 
tioned to continue growing. 

Two other economic chal- 
lenges will be to rebuild a 
flagging tourism sector, and 
to attract other industries - 
preferably in high-value, 
high-tech areas - to the new 
development areas that are 
due to be constructed on 
land formerly occupied by 
military bases. 

But international finance, 
tourism arid high-tech manu- 
facturing are all now the 
subject of Intense interna- 


tional competition, and Ber- 
muda's high cost base puts it 
at a disadvantage. 

While trying to build on 
its international success, 
Bermuda has also begun to 
pay more attention to prob- 
lems dose to borne. This is a 
society of economic and 
social imbalances which 
political leaders admit are 
worrying, and which they 
say will take time to correct 
Young Bermudians are 
increasingly frustrated as 
the benefits and opportuni- 
ties of an affluent society 
appear to recede from reach. 

Also, Bermuda's parents 
worry about the quality of 
an education system which 
is in the midst of a radical 
overhaul many thtnk is too 
ambitious, and the growing 
use of drugs among the 
young. 

Both are issues of real 
social concern:, but the 
island’s wealth, and a gener- 
ally cohesive, church-going 
community, leave it better 


placed to deal with these 
problems than many others. 

Drugs, meanwhile, have 
brought more crime. This 
island may still feel far safer 
than many of those in the 
Caribbean - but that Is no 
consolation for locals who, 
for the first time in their 
lives, do not feel safe leaving 
their homes unlocked. Also, 
with its reliance on the lux- 
ury end of the tourism mar- 
ket, Bermuda can ill afford 
any perception that crime is 
a growing problem. 

Another social challenge 
has been how Bermuda 
adjusts to Its large expatri- 
ate population. About one in 
five of its waikers are for- 
eigners, a reflection both of 
the job creation that has 
exceeded the island’s 
long-term population 
growth, and the new range 
of skills needed by a bur- 
geoning fina n cial centre. 

Locals feel left out of high- 
paying jobs that they do not 
have the qualifications for: 


foreigners who have been 
long-term residents feel 
rebuffed by the moratorium 
on immigration. 

It is a sign of the growing 
maturity of the colony's 
leaders that issues such as 
these, ignored until recently, 
are now at the top of the 
political agenda. 

True to their geography of 
isolation (the second most 
remote inhabited island, 
some boast.) and justifiably 
proud of what they have 
done in making a sound 
economy of such limited 
resources, Bermudians often 
speak scathingly of the 
social, economic and politi- 
cal problems that have over- 
taken former British colo- 
nies in the Caribbean. 

Yet comparison with these 
islands also prompts a sense 
of trepidation. 

The message: we are doing 
very well, thank you, and we 
will continue doing so - as 
long as everyone keeps their 
head. 
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< 7le 75% of^farhm 500 companies that baoe wisdom, vision, out 


op&alkmsm ^Bermuda. 9- hd why not ? 


c Bermuda has a global telecommunications network and all 


e Big 1 Tour accounting fonts an inland, so offshore doesn’t mean off 


coarse. 9/a a place where the political climate is as welcoming 


as the atmospheric one. HO here the intellectual capital rioals 


9fem Hfork end -Qandan. pmoen by the fad that the people 


are so smart they boe in ‘Bermuda. 


c Find out for yourself why toe call business in ‘Bermuda 


the better balance. Call 1-&00-789-Q4QQ in the Hlfi or 


44-111-839-5545 in the HI HC for more information on 


how your corporation can benefit from ( "Bermuda ’s interna- 


tional business partnerships and accommodating nature. 


Sftnd see hour different work can be in a place whose oery 


heritage is Us ability to make you feel welcome. 


BUSINESS-«BERMUDA 
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Pamela Gordon, the premier and UBP leader (left) and Jennifer Smith, opposition PLP leader 


PROFILE 


Pamela Gordon and Jennifer Smith 


Women of 
substance 


Many believe the 
two women will 
alter the way 
politics is 
conducted 

When Jennifer Smith, 
Bermuda's opposition 
leader, looks through the 
window of her office, 
beyond the traffic on 
Hamilton's Front Street, all 
she can see is the entrance 
to the office of Pamela 
Gordon, the premier. 
"Whenever ! look across 
there, I am inspired,’' says 
Ms Smith. 

Ms Smith had hoped to be 
the first female premier of 
Bermuda. Until six months 
ago. she appeared to have a 
good chance of doing so. 
bat she was beaten to it by 
Ms Gordon when a row in 
the incumbent United 
Bermuda Party (UBP) over 
foreign hamburger 
franchises led to the 
resignation of the premier, 
David Saul. 

She is optimistic. "Now I 
am hoping to be the first 
Progressive Labour Party 
[PLP] premier." says Ms 
Smith, despite the fact that 
Ms Gordon's UBP has never 
lost an election. 

With the colony's politics 
traditionally dominated by 
men. Bermudians are 
savouring the prospect of 
c boos in" in the impending 
election between two 
women, both young and 
attractive and both of 


whom have been widely 
accepted as having the 
temperament for the job. 

Their rise to the top has 
been similar in some 
respects. They both 
achieved the leadership of 
their political parties when 
they did not expect to. 

Ms Gordon was made a 
senator and appointed 
minister of youth, sport 
and recreation 1990. She 
was named minis ter of the 
environment, planning and 
natural resources In 1995. 
She became premier when 
she filled a vacancy In the 
UBP leadership following 
the row over the 
hamburger franchise. 

Ms Smith became an MP 
in 1989 and was the shadow 
minis ter of education. She 
was elected deputy leader 
of the party In 1994 and 
became PLP leader last 
year following the death of 
Frederick Wade. 

There is mutual respect 
between the two women. 
"Pamela Gordon and I 
share a common concern 
for the well being of 
Bermudians," says Ms 
Smith. "I am happy that 
Bermudians have accepted 
that they can have a 
woman as premier." 

"(Ms Smith] understands 
that if Bermuda is to move 
Forward then we all have to 
do it together,* 1 says Ms 
Gordon. "People want 
assurance, and I believe 
this is the intention of the 
opposition leader, although 


there are some people 
behind her who are 
pur s uin g policies which 
divide." 

They are also equally 
dear on wbat their 
political legacy should be. 
"We must focus on policies 
that benefit all 
Bermudians,” says the 
opposition leader. "We will 
have social problems if this 
is not done." 

As premier, Ms Gordon 
sees her role as 
encouraging the population 
to take control of their 
destiny. "If there is nothing 
else I can do from this 
office, it is to say to 
Bermudians, the 
government can only create 
the oppo r t u nities; you must 
seize the day’," she says. 

The fact that women are 
now lpntifng the two parties 
is considered by many as 
promising a significant 
change in the way political 
matters are carried out in 
Bermuda. "Both women are 
less tainted by the political 
process, such as the 
conflicts of interest which 
we sometimes see in 
politics," says Cris 
Valdes-Dapena of the 
Property Group, property 
consultants. "In addition, 
women bring a certain 
calm and levelheadedness 
to a management position 
that men in politics seem to 
lack." 

Canute James 
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• Official name: Bemuds 
-Head of stale: Oman Elizabeth H. 
represented tty a governor who b 
responstote for dofenb&. external 
attalra. the pofice md internal 
Marty / 

- Form of stale: RepreoerOattvo 
democracy; BritishOependam 
territory 

• The Ba a dw c Premier, chosen 
*om tho mejortty party, haarisa 
cablner of no more than 24 members 
of . the legislature 

• ttatbnal tegMatm Bkanrarai; 
the upper house, the Senate, 
consists of ll members, ftre 
o p potated by the go v e rno r on the 
advice of the premier, three on tha 
advice of the teadar of the opposBon 


and three by the governor at his 
dbcreborE the lower house, the 40 - 
member House of the AsaranMy. Is 
cfrecny atacnd for a maxtnum teen 
of Bve years 

■ Lagre aystaoc Bemructai lew and 
me legal system are based on the 
UK model „ 

■ Nstlaaal etocflodK October 1993 : 
next etaetkn due by October 1896 

» H a tm wa t governm en t: The U 8 P 
bas won the last eight elections 


Government - 

United Bermuda Party ftJBP) 
Oppos iti on- ' 

P rogre ss ive Labour Party (PU 3 }; 
Nationef .Lberaf Party (NIP) ' 




POLITICS • by Canute James 

Political temperature rises 


As the parties’ 
policies converge, 
the next election 
is expected to be 
a close call 

These are times of change 
for Bermuda’s politics. By all 
accounts, the impending 
election will be one of the 
closest in the colony's 30 
years of party politics. Nei- 
ther the incumbent United 
Bermuda Party (UBP), which 
has never lost an election, 
nor the opposition Progres- 
sive Labour Party (PLP), 
have indicated that they are 
overwhelmingly confident of 
victory. 

"Some are saying that 30 
years is long enough for one 
party to be in charge." says 
Pamela Gordon, the premier 
and leader of the UBP. “This 
election will be really close." 

Jennifer Smith, leader of 
PLP, contends that Bermu- 
dians are weary of the UBP's 
prolonged tenure. "This has 
made the UBP arrogant, 
unresponsive and ineffec- 
tive,” she says. “Our chances 
in the election are excel- 
lent" 

Yet nine months ago. it 
appeared that a change to a 
PLP government was inevi- 
table. Hie UBP was in trou- 
ble in the wake of damaging 
splits over independence and 


a row about hamburger fran- 
chises. A referendum on 
independence in late 1995 
was preceded by a division 
wi thin the UBP over the 
issue. Sir John Swan, the 
premier, who advocated 
independence, resigned 
when the move was 
defeated. 

A move by bis successor, 
David Saul, to allow Sir 
John and his business part- 
ners to establish a 
McDonald's fast food store 
on the island led to another 
split when UBP backbench- 
ers rebelled against the pro- 
posal. In the furore, Mr Saul 
resigned, leaving the party 
in a state of uncertainty. 

It appeared that the stage 
had been set for the UBP’s 
defeat in the election and the 
installation of the first PLP 
government, headed by Ms 
Smith. 

Now the outcome looks 
less clear. The fact that the 
parties are more evenly 
matched is credited to Ms 
Gordon, who succeeded Mr 
Saul in March. "She has 
knocked the party into shape 
with firm leadership." says 
the chief executive of one of 
the island’s leading insur- 
ance companies. "The elec- 
tion battle will be more even 
than we thought six months 
ago." 

Bermudians will choose as 
their political leader one of 


two women, both represent- 
ing the majority black popu- 
lation, and, by all accounts, 
both capable administrators 
and astute politicians. “If the 
vote were based on the party 
leaders alone, then It would 
be a dead heat," says the 
insurance executive. 

Bermuda’s politics is 
changing also in the philo- 
sophical positions adopted 
by the parties. There has 
been a convergence of poli- 
cies which Ms Smith claims 
has been caused by a pro- 
gressive implementation by 
the UBP of PLP platforms. 
"This convergence of poli- 
cies is a benefit for us," she 
says. "At our inception in 
the 1960s we were called 
socialist and communist. 
People now see that we have 
had the right ideas." 

Both leaders are commit- 
ted to dealing with problems 
in the colony’s social infra- 
structure. while strengthen- 
ing international business 
and tourism, the pillars of 
the economy. 

Ms Gordon is concerned 
about the imbalance in the 
economy. Ten per cent of the 
population controls 90 per 
cent of the wealth, she says. 
"Fighting narcotics is a 
major issue. We are a small 
island and it comes In by 
plane and boat. For too long 
we did not want to admit the 
severity of the problem. We 


lost the young people, partic- 
ularly the boys. This makes 
me a believer in the reform 
of education." 

If elected, the PLP will 
“reform, redirect and clean 
up the social infrastructure", 
says Ms Smith. “This is vital 
to Bermuda's continued 
growth. Increasing violence 
and drug addiction are 
affecting the quality of life." 

There are changes also in 
the support for the parties. 
Traditionally, the more con- 
servative UBP has drawn 
most of its support from 
white Bermudians, with 
some backing from the black 
middle class. The PLP has 
been regarded as the party 
of black Bermudians. 

“Party support along 
racial linas has chang pd in 
recent years." says Ms Gor- 
don. “Look at me. Look at 
Sir John. The opposition 
points to us as uncle Toms. 
They do not accept that the 
face of politics is being 
changed but say that we are 
being used. This is not the 
UBP of the 1970s." 

Ms Smith agrees that it Is 
no longer true that the pro- 
file of the parties’ support is 
based on race. “Although the 
PLP was said to be the party 
of black Bermudians, there 
are many white Bermudians 
who supported it philosophi- 
cally, but who publicly did 
not want anything to do 


with us. We have always had 
white members." 

In the past the prospect of 
a change from the UBP to 
the more liberal PLP would 
have given the business 
community more than small 
cause for concern. Now. 
business leaders maintain 
that they expect few and 
marginal changes in govern- 
ment policies if the PLP 
replaces the UBP. 

"Politicians from both 
sides are themselves benefi- 
ciaries of international busi- 
ness." says Jan Spiering, 
manag in g partner of Ernst 
and Young and chairman of 
the International Business 
Forum, a think-tank on 
national policy made up of 
businessmen, government 
officials and civil servants. 
"If there is a change of gov- 
ernment, this will show the 
maturity of Bermuda as a 
jurisdiction." 

A PLP administration 
would run Bermuda in a 
“practical manner” and 
would "delicately balance" 
its programme of social leg- 
islation with the concerns of 
international business and 
tourism, says Andrew Carr, 
president and CEO of Marsh 
& McLennan. 

“They all know that inter- 
national business is a big 
part of the economy and 
they will not jeopardise 
this." 
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BERMUDA’S STATUS AS A COLONY* by Canute James 


Still waving the Union flag 


Neither party 
seems willing to 
reopen the 
question of 
independence 

When Hurricane Felix swept 
Bermuda on August 15, 1995. 
its effect extended beyond 
the damage caused by high 
winds and heavy rain. It 
forced Bermudians to delay 
an important decision on 
their future - a referendum 
on the questions of indepen- 
dence for the island was held 
a day later than planned, 
after some two decades of 
debate on the Issue. 

Uncertainty over the colo- 
ny’s future caused by the 
debate had reached such a 
level of intensity that the 
referendum was inevitable. 
With one faction of the 
incumbent United Bermuda 
Party (UBP), including Its 
leader Sir John Swan, than 
the premier, advocating 
independence, the vote 
should have been carried 
with the support of the oppo- 
sition Progressive Labour 
Party (PLP), which had long 
supported independence. 

In the event the PLP boy- 
cotted the referendum, 
claiming it was not happy 
with several constitutional 
matters and that the issue 
should be derided in a gen- 
eral election and not in a 
referendum. Just under 60 
per cent of the electorate 
turned out for the plebiscite 
and a quarter of these voted 
for independence. 

Sir John, who had staked 
his political future on the 
outcome of the referendum, 
saying he would resign if the 
vote was against, kept his 
word and was succeeded by 
David SauL The debate left 


the UBP divided. 

Advocates of the status 
quo say there is little Ber- 
muda can get from becoming 
independent They contend 
that the success of the colo- 
ny’s international business 
and financial services sector 
must be ascribed to its links 
with Britain. 

"With the Union Jack in 
the background, there is the 
feeling that no one here will 
do anything too radical to 
upset the economy and the 
politics of Bermuda," says a 
leading banker. 

"AO Bermudians have to 
do to get a lesson in what 


can happen is to look to the 
south and see the political, 
economic and social mess 
which many Caribbean 
islands have made of them- 
selves since they became 
Independent," he adds. 

Bermuda's constitution 
gives it almost complete 
internal self-government, 
with the locally elected 
administration being respon- 
sible for the colony’s inter- 
nal affairs, except for inter- 
nal security. This, along 
with foreign affairs and 
defence, are the responsibil- 
ity of the UK government. 

In the wake of the re f eren- 


du m . neither the UBP nor 
the PLP is making indepen- 
dence an issue. "We will not 
look at this matter for 
another 10 years,” says 
Pamela Gordon, the premier 
and UBP leader. 

“We will be forced to look 
at it if the UK decides to rid 
itself of Bermuda." She says, 
however, that the question 
of political status will he 
reopened if the PLP wins the 
impending election. "Bermu- 
dians have a right to choose, 
and they have chosen," she 
says. 

However, Jennifer Smith, 
leader of the PLP, said that 


s remaining empire 


• Anguilla:- A . small, 
storm-battered island in the 
eastern Caribbean colonised 
in 1650; reverted , hr being' a 
British territory , after -a- 
period in the 1960s as an - 
un willing member - of the 
Associated State of St Kitfcs- 
Nevis-Angtdlla. 

• Bermuda:. Britain's Old- 
est colony and now its most 
populous. Settled after a 
ship of settlers beading for 
America foundered on its. 
reefs in 1609. 

• British Indian- Ocean 
Territory: Ceded to Britain 
in 1814; also claimed by 
Mauritius. Population 
evicted after a US-BrWsh 
pact creating the Diego Gar-, 
cia military base.- which : 
was lata: used during the 
1991 Gulf War. 

• British Tirgin Islands 
Discovered - in 1493 by 
Coiinnbns, annexed in 1672 
and settled by European 
planters and African slaves. 

• Cayman Islands; Low-ly- 
ing coral raianrig that were 
settled in ths 17th century. 


• Falkland. Islands: A 
wind-swept archipelago in 
the South Atlantic. . Con- 

. tested. at different tunes-by 
France,. Britain, Spain mid 
Argentina, which invaded 
in 1982 but was expelled by 
a British task force. Most of 
the 2500 residents oppose 
- claims by' Buenos Aires, 
which calls the gro up Las 
Mal vinas. Br itain mflinfarnu 
"a "powerful and expensive 
military presence on the" 
islands. , • 

• Gibraltar: Strategic part 
.at the mouth a£ the Mediter- 
ranean that Britain- seized . 
from Spain in 1704 and later . 
held through ’ , repeated 
sieges. Spain contests severe 
rignty and ewt border links 
in the 1960s., But residents . 
voted to stay’Bntisb- 

Montserrat: Caribbean 
island settled, in’ the 17th . 
century^ Plans' to declare 
independence stalled by . a 
series of hurricanes and vol- 
canic eruption. " 

• Pitcairn Islands:. A tiny ; 
volcanic inland. - with a 


population in 1985 of 58 - in 
the South Pacific settled in' 
1790 by. mutineers from the 
HMS Bounty. 

• St Helena: Remote island 
in the South Atlantic. Napo- 
leon’s place of exile after 
his defeat in the battle of 
Waterloo. Two dependent 
islands: Ascension mid Tris- 
tan da G nnha. . 

• South Georgia and: the 
South Sandwich Islands: 
South Georgia, an icy island 
south-east of the Falkland 
Islands., was claimed by 
ex^orer Captain Cook In 
.1775. A small military 
detachment and research 

•station are maintained oh 
the island, which was 
briefly ' occupied by Aigen- 
_tina in. 1982. The South’ 
Sandwich Islands are unin- 
habited. 

• Turks 'and Caicos 
Islands: Caribbean islands 
■settled by plantss loyal to 
Britain and their slaves 
after the American War of 
Independence (1771-1781); 

Source: Reiners 



if it is successful in the elec- 
tion, the party -would not 
immediately reopen the 
debate about independence. 
“The issue is in abeyance in 
the wake of the referen- 
dum," she says. 

“We abstained on a princi- 
ple of electoral reform 
because we need to be as 
democratic as possible about 
such important matters. 
Independence Is not a prior- 
ity for us right now.” 

Bermudian business 
agrees. The political and eco- 
nomic stability It needs 
could not be guaranteed if 
the British were not respon- 
sible for security matters, 
say business leaders. 

"Independence would 
adversely affect Bermuda's 
mage as an ideal location 
for international business,” 
says William Woods, chief 
executive of the Bermuda 
Stock Exchange. "Our rela- 
tionship with Britain and 
the benefits of ties to the 
OECD [Organisation for Eco- 
nomic Co-operation and 
Development] and the use of 
the Privy Council are signifi- 
cant reasons why Interna- 
tional business wants to be 
here," he says. 

As a self-governing colony, 
Bermuda “has the benefits of 
a dependent territory, so it 
cannot be dictated to", be 
adds. 

Hie issue is not dead, how- 
ever. Young, disaffected Ber- 
mudians, feeling they are 
increasingly unab le to share . 
In the growing wealth of the 
colony, are likely to keep the 
question of independence on 
the political a genda. 

And they could well find 
support from elements 
within both political parties 
that consider this too impor- 
tant a matter to be ignored 
Jot too long. , 
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An unfinished revolution 


Reforms started 
by the bank's -:.- 
chief are in dpubt 
following his 
recent departure 

When, John Tngwefi foot, : 
over as chief executive at 
the Bank of Butterfield, 
Bermuda's oldest hawk, he 
brought With him n - 
manag ement style that may 
have ruffled the feathers of 
some of his longer 
established colleagues. 

Schooled at the UK’s 
National Westminster -hank, 
where he leaxnt what was 
required tn order to. slay - 
afloat in the highly 
competitive world of 
commercial hanking, Mr 
TogweO introduced 
controversial cost 'Cutting . 
measures and decided to 
exit several businesses. 

But his abrupt departure 
from the bank less than a 
year into the job and the 
retirement bf Sir David * 

Gibbons as Chair man ham 


raised doubts abend the 
bank's ability to complete 
the revolution lie started. 

Within months of Ids 
appointment, he 
implemented a desperately * 
needed shake-up at the 
bank, -shutting down 
overseas operations and 
stripping- out layers of 
management. Staff numbers 
are being cut by about 10 
per amt and the number of 
-directors has been reduced 
by. a fbird - TndinHnp 
Pamela Gordon who left 
when she became leader of 
Bermuda's ruling party and 
premier. - 

. Now Mr TttgweO Is 
leaving, fbr “personal 
reasons’*. Bank of 
Butterfield refuses to 
elaborate, but some on the 
Island wonder whether a 
dash over strategy might 
be partly to blame. 

The bank had been 
performing poorly for 
several years. Earnings • 
growth had been sluggish . 
and the banking business 
on Bermuda was barely 


profitable-The dividend 
bad bean held static for 
three years. - 
•' “Wetfere making 
acqnmsi&ms to grow, but 
not in core-areas,” says 
Graham Brooks, senior 

vice-jnresidoit. “Tugwell 

said letf s concentrate on 
what we’re good at” 

TlxeJbankLs office in 
SSngaiidre.lias been dosed 
and several UK subeddiaries 
spec^dngintrade 
ftimipiy are .being soM. 

Along' with the redaction in 
staELfoe bank hopes these 
lUMpntliis iiiiiil IiiiiiI In mi 
improvement to return on 
equity from 10.7 per cent to 
1996 to more than 15 per " 
cent to the near fixture. 

. But achieving this win be 
costly. The bank has taken 
a one-off provision of 

glO.lm for closing the - 
overseas subsidiaries. 
Including losses from 
discontinued operations, 
net income last year fdl 64 
per cent from $29m to~ 
610.4m. 

Mr Tngwellhad been 


deter mine d that Rnwk nf 

Buttafield should 
concentrate on its treasury 
find ftmd 

activities - last year ■ 
account i ng for some 28 per 
center revenue. The bank 
recently launched a money 
management ft md targetin g 1 
the insurance industry in 
Bermuda, and assets .muter 
mamagement rose 17 per 
cent last year from $l-6bn 
to (L91>n. A recovery to the 
bank’s share price suggests 

that invest or s are- 
enthusiastic about the 
reforms. 

The bank expects to 
appoint a new chief 
executive shortly but few 
can be- pleased with the - 
recent uncertainty. The 
bank says it is committed 
to the “long-range 
exec uti on” of Mr TugwelTs . 
plan. Only time will tell 
how serious that 
c ommitment is. 

Christopher 

Adams 


FINANCIAL SERVICES • by Christopher Adams 


Influx of new vehicles 


Rules are being 
adapted to 
accommodate a 
broader range of 
investments ./ 

Bermuda has stepped up 
efforts to broaden its finan- 
cial services base by moving 
to ri tap the rapid growth in 
mutual funds and rising 
demand 'among listed over- 
seas companies for alterna- 
tive trading venues. 

But the government will 
have to tread carefully aS'it 
introduces rules designed to 
accommodate new invest- 
ment vehicles if it is .to 
retain the light tax. artd regu- 
latory regime which inves- 
tors find attractive; other off- 
shore centres are also 
competin^-hieayily ■ for the 
business.- *- 

Hie number trftovestm rot 
schemes legist ere d in Ber- 
muda has . increased sharply 
in recent - months, rising 
from 714 to 944 over toe year 
to June. The value of funds 
has swelled from $14.7bn to 
$2d. r 4bn. making this the fast- 
est growing area of financial 
services. 

Bermuda has- traditionally 
been regarded as a commer- 
cial insurance centre. Unlike 
the Cayman Islands, it does 
not have a strong offshore 
banking sector. 

However, it has succeeded 
in attracting companies that 
operate to shipping, aircraft 
losing and investmait man- 
agement 

Companies that are based 
in Bermuda pay no local tax 
and are not subject to 
exchange controls or stamp 
duties. Ships registered to 
Bermuda can apply., for 
exemption from freight tax 
levied on goods imported' to 
the CJS. 

Most recently, the island 
has benefited from the 
strength in the US economy, 
which has encouraged pri- 
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vate individuals to invest to 
'the equity marke ts- MflBohs 
of small investors have put 
some $l,800bn into equities 
through mutual funds. 

-In addition, a move that 
has taken place within the 
insurance sector towards 
“securitisation", or placing 
risk ' .with investors in the 
capital markets, is hkely to 
underpin foe farther devql- 
opfaent of financial services. 
-.-.The thing is to build on 
&£ tefroogfos you’ve already 
got".- Says Grant Gibbons, 
; gfliafeter of finance. “A lot of 
insurance-* {mmpanies are 
beginning to rook like invest- 
ment .banks 'to terms of risk 
transfer.” - 

He says that Bermuda is 
amending Its regulatory 
rules to order to cope with 
the in flux of ca pitaL Last 
year. It introduced b classifi- 
cation structure- which set 
different parameters for 
institutional - and retail 
funds.' 

It is also preparing a draft 
bill to regulate toe securitis- 
ation of risk, to be published 
shortly.. 

Kymn Astwood, registrar 
of ' companies, says that 
investors are uncertain 
about foe status of products 
' such as 1 hurricane-linked 
bonds, or contracts traded 
on Bermuda's new catastro- 


phe index that enable insur- 
ers to spread their risk more 
widely. 

William Woods, chief exec- 
utive of foe stock exchange, 
says that 94 mutual funds 
have listed oyer the past 18 
months. But trading to the 
funds is -light and generates 
little revenue for the 
exchange. 

Instead; Mr Woods is pur- 
suing Asian companies that 
might be looking for a trad- 
tog venue located to a west- 
ern time zone. ■■ 

The exchange, which was 
established to 1971, has also 
succeeded in persuading a 
number of Russian compa- 
nies to list depositary certifi- 
cates. 

The market capitalisation 
of all the listed stocks - 
excluding mutual funds - 
expanded rapidly from 
SlAbn at the end of 1995 to 
$37bn today. There are cur- 
rently 65 stocks, of which 13 
are international. 

Mr Woods says the 
exchange is also trying to 
build a niche trade in cross- 
ing big blocks of business an 
the New York stock 
exchange. 

Bermuda opens 90 mfnntes 
ahead of New York and 
remains open after New 
York closes. In October last 
year, it began allowing mem- 
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3 on the lever 


Fortnerlyat Eagle 
Star, Mid Ocean's 
boss enjoys his . 
company's clean 
balance sheet 

Michael Batt hates 
baggage. When he took 
over as chief executive of 
Mid Ocean in 1992 what he 
liked most about the 
Bermuda-based catastrophe 
reinsurer was its clean . . 
balance sheet .No claims, 
no reserves, no premiums. , 
Perfect ' ' 

Formerly head of Eagle 
Star* foe composite ' 
insurance subsidiary of 
BAT Industries, Mr Butt 
has good reason to feel font 
way. ... . . 

It was at Eagle Star that 
he suffered the foil force of 
one of the biggest crises to , 
affect the UK insurance 
market losing his Job as a 
result of the tadustry's • 
disastrous axpostore to 
mortgage Indemnity 
insurance. 

Eagle Star bad expanded 
rapidly into tbi eomnwreW 
and domestic mortgage 
indemnity market to 'fofr.’ 
late 1980s, insuring hfodfln '• 
ogatost any losas they 


ihi^it make after selling 


When foe British housing 
market slumped shortly 
a ft erw a rd s and the rate of 


sharply, mortgage 
indemnity claims spiralled 
and Eagle Star suffered 


Alter paying the penalty 
feff Eagle Star’s troubles, . 

Mr Butt was recruited to 
strengthmi the management 
team at the newly formed . 
~M!d Ocean, which has 
subsequently grown from & 
capital bare of f350m to . 
Sl.lbn. 

Last year; foe company 
earned a net income of 
jaiim on premiums which 
totalled S436m:. 

Mr Butt says that 
insurance shouldbe an 
' unco mplicated business 
that is focused purely on 


' pricing risk. 

This, however, is often . 
not the . case. At Eagle Star, 
he says, be foil stifled. 
“Having your hands on the 
rodder of a boat that big to 
much mqfe difficult than I 
thought,” he says. 

"Largeinsnrance 
compani es have a tendency 
to be management driven 


rather than insurance 
driven. It’s often middle 
management that kills yon 
and not the concept 
.- “When I left Eagle Star, a 
friend asked me how I had 
used my time. I saw that I 
had been spending 60 to 80 
per centof it ot internal 
Issues. 

"Coming to a company of 
only four people, the 
difference is that your 
hands are on the lever and 
foe boat moves forward 
. because you’re in a dinghy 
rather than a supertanker. 
Thls ts much more 
immediately rewarding." 

This year, MM Ocean has 
diversified away from pure 
catastrophe reinsurance, 
where {force competition 
has been eroding marg ins, 
with the acquisition of 
-Bro&baiik, which owns one 
of the largest managing 
agencies to Lloyd’s of 
-London... 

Investing in Lloyd’s, 
which suffered disastrous 
losses to the late 1980s and 
early 1990s, Is not without 
its risks. But Mr Butt says 
that the 309-year old 
society's recovery plan has 
created a unique 
op port u ni ty. 

. “We had huge capital bat 


no past, no incumbent to 
the capitaL Lloyd’s has a 
worldwide licence and 
writes 30 lines of business,* 
he says. 

Bermudian wwnranw 
companies have moved 
swiftly since Lloyd’s opened 
its doors to corporate 
investors three years ago 
and now control 20 per cent 
of the capital backing the 
£l(L3bn of business which 
Lloyd's can write. 

“If you stay static today, 
you’re dead,” says Mr Butt 
“So you have to keep 
moving. We’re looking for 
opportunities and would 
seek to continue our 
geographic expansion. 

“Also, if you take a 
long-tom view, you have to 
beUeve that emerging 
markets have great 
potential for growth,” he 
adds. 

Mr Butt is clearly 
satisfied with Ms move to 
Mid Ocean. He is one of 
only a few Bermuda-based 
insurance executives to 
have bought a home on foe 
Island. Mast rent property. 

Christopher 

Adams 


rest on a 


new kind of engine 


bers to do in-bouse. trading 
between clients to foe US. In 
this way, large investors can 
sell stock without the danger 
of driving the price down. 

The US regulatory authori- 
ties allow members to trade 
in stocks on exchanges out- 
side the US as long as it 
occur outside trading hours. 
London and Hong Kong have 
so for won much of this busi- 
ness. 

Finally, foe exchange is 
launching an index of Ber- 
muda-based insurance com- 
panies. "This will closely 
correlate the claims and 
losses of the Bermudian 
market. It could act as a 
hedge on big hits in the US," 
says Mr Woods. 

Meanwhile, efforts by Ber- 
mudian banks to develop 
their own asset management 
operations have' focused an 
the island’s captive insur- 
ance sector, which comprises 
companies which were set 
up by multinationals dedi- 
cated to serving their par- 
mils' insurance needs. : 

However, the entire insur- 
ance and reinsurance indus- 
try based in Bermuda has 
$90bn in 'assets. The local 
banks - Bank of Bermuda, : 
Bank of Butterfield and Ber- 
muda Commercial Bank - 
have yet to win much of 
this. 

“We have a pro-active mar- 
keting programme and 
would hke to grow our share 
of this market,” says Gra- 
ham Brooks, senior 
vice-president at the Bank of 
Butterfield. 

“But this will be limited 
by what investment policy a 
company has." 

In trying to win customers 
among the big insurance 
companies, the banks are 
competing with global asset 
managers, like Merrill Lynch 
Asset Management. Invesco 
and Schraders. It is thought 
tha t local An ns manage only 
about 3 per cent of tbe 

$90bn. 


International 
finance is taking 
over from tourism 
as the mainstay of 
the economy 

With hindsight, the 
mid-1990s look to have 
marked a historic turning 
point for. Bermuda’s econ- 
omy. The slow decline in 
real spending on tourism — 
the traditional mainstay of 
the island’s economy - 
finally intersected with the 
rapid growth of the interna- 
tional business sector. The 
result: barring a sharp rever- 
sal, international finance 
(which generated 8660m of 
foreign earnings in 1995) 
rather thaw tourism is likely 
to be the biggest engine erf 
foe $2bc local economy from 
now on. 

The prosperity of the 
island will depend, to many 
ways, on how well it deals 
with the Implications of this 
pivotal event 

The international business 
sector remains dominated by 
financial services - particu- 
larly insurance and reinsur- 
ance Industries. Earnings 
from international b usiness 
Jumped by more than one 
fifth in 1995, the most recent 
year for which figures are 
available, continuing foe 
sharp increase resulting 
from the decision by more 
companies to locate, rather 
than just register, on the 
island. Insurance companies, 
more than 100 of which are 
physically present on the 
island, have led this expan- 
sion. 

Bermuda is well-placed to 
expand beyond this insur- 
ance-dominated base - 
essential if it is to maintain 
growth and reduce its expo- 
sure to a cyclical industry. 
The island has a history of 
cautious deregulation, and a 
large number of accoun- 
tants, lawyers and other pro- 
fessionals are already in 
place; Its reputation for qual- 
ity is also a draw. 

But further' deregulation ; 
will not be without risks. 



Bermuda's ctvfl airport: tourist arrivals are down 


The so-called "60/40 rule" 
restricting foreign ownership 
erf domestic companies to a 
minority holding, ^ “hin- 
dered rather than helped” 
the island's small hanking 
industry to expand, says 
David Brown, chairman of 
Center Re. a subsidiary of 
Zurich Insurance. Mean- 
while, the banks’ profitable 
trust business has been 
opened to foreigners. 

Partial deregulation and 
an undercapitalised banking 
industry have in other coun- 
tries been ingredients for 
disaster, as finanHai regula- 
tors first hold back their 
local institutions, then over- 
react by rushing through the 
sweeping deregulation that 
can lead to unconstrained 
growth. How Bermuda 
avoids these pitfalls will be 
one of tbe big tests of the 
coming years. 

Meanwhile, tourism - tra- 
ditionally the island’s big- 
gest employer - has sagged 
since 1980 and its decline 
will not easily be reversed. 
Both International finance 
and tourism a similar 
challenge: a high local cost 
base that threatens to put 
them at a competitive disad- 
vantage to destinations that 
have sprung up elsewhere; 

These high costs are in 
part an unavoidable conse- 
quence of having to import 


everything from fuel to food. 
But they are also a result of 
tbe inflationary burst that 
lasted throughout the 1980s 
- a time when tbe US was 
bringing its own inflation 
under controL Bermuda 
failed to restrain soaring 
labour costs while productiv- 
ity growth lagged, particu- 
larly to the hotel industry. 

This decade, price 
restraint has been more 
effective. But the built-in 
cost disadvantage hampers 
businesses which cannot jus- 
tify their higher prices with 
higher value-added. Retail- 
ers, for inafainng, complain of 
the competition that comes 
from growing international 
travel by locals: no trip to 
the US is complete without a 
visit to a Walmart store, 
while buying direct from 
overseas is becoming more 
common. 

Deregulation will help. 
The telecoms industry, for 
instance, has been deregu- 
lated, an unusual move for 
such a small country, and a 
second cable has been laid to 
foe US. while impart duties 
on computers have been cut 
But high costs will remain a 
fact of life. 

Economic growth, mean- 
while. has put pressure an 
two resources to short sup- 
ply: ’land and' people.. On a 
21-mile long island inhabited 


by 60,000 people, there are 
dear limits to the nature of 
e c onomic growth. 

The land issue, at least, 
should not prove too much 
of a restraining factor for 
sfxme to come, thawing 
to the handover of the far- 
mer British, Cana dian and 
US military bares. 

The phase-out of these 
bases put something of a 
drag on the local economy 
but using the land for more 
productive purposes should 
provide a boost 

The process is like the 
shedding of an under-per- 
forming subsidiary by a com- 
pany. says Grant Gibbons, 
Bermuda's finance minister: 
it releases resources that can 
be better employed. 

Hie shift will include Ber- 
muda’s first attempt to move 
into light manufacturing. 
“We see an industrial park 
as a good way to diversify," 
says Mr Gibbons. Starting 
from scratch, though, will be 
a challenge. New microchip 
plants are fought for vehe- 
mently by countries around 
the world, and Bermuda can- 
not demonstrate a history of 
high-quality manufacturing. 

This highlights an issue 
central to Bermuda’s eco- 
nomic success: the develop- 
ment of a more highly- 
skilled, service-conscious 
workforce. This is an issue 
of particular importance to a 
country that wants to com- 
pete in markets such as 
international finance, tour- 
ism and microchips. 

With the international 
business sector adding jobs 
at a rate of more than 6 per 
cent a year while tourism 
declines, this is already a 
central economic and social 
issue. 

"There are no major fish- 
eries, forms, factories or for- 
ests in Bermuda to provide 
large numbers of jobs for 
unskilled people,” says 
Mansfield Brock, head of the 
Bermuda Monetary Author- 
ity and a former education 
minister. “Our schools have 
to educate more people to a 
higher standard” than those 
in other countries. 
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“Over the past 108 years we have grown 
into the largest, truly offshore banking group 
in the world. This ach ievement arises from the 
unique approach we take to our diems. 

“As specialists in the provision of offshore 
financial services, what has always set us apart is 
the value we place on building strong, personal 
relationships. This commitment results in a level 
of service rarely encountered in banking today. 

“We believe client relationships require 
more than just an investment of time. Our 
structure enables us to deliver the benefits of 
our offshore presence and multyurisdicdonaJ 
capabilities to both private and corporate clients. 
We apply our years of offshore specialisation to 
deliver an optimum mix of products and 
services to meet their specific needs. You’ll 
f find this client-focused approach at any of our 

v j seventeen offices, located in the world’s key 

f y j markets and trading areas, 

f / f j “If our approach appeals to you, and 

/ ji / / you’d like to learn more about us, please call 

/ / / / me on (441) 299-5367.” 

r / . 


% A & 

.<s4- : s w* 


vy V V 



THE BANK OF BERMUDA 

Olobai. Perspective. Offshore Solutions. 

miTt-JjankoIbcrraiidacMTi 







IV 


FINANCIAL TIMES MONDAY NOVEMBER 3 199? 


4 BERMUDA 


TOURISM • by Richard Waters 


Visitors look to 


other shores 


Competition from 
new destinations 
means Bermuda 
must upgrade its 
facilities 


There is no easy cure for the 
problems that affli ct Bermu- 
da's tourism industry. And, 
for an island where interna- 
tional finance has become 
the main source of foreign 
earnings. that matters: 
insurance companies may 
have generated much of Ber- 
muda's new wealth, but they 
are never likely to provide 
the number of jobs that have 
traditionally depended on 
visitors from the north-east 
comer of the US. 

The difficulties affecting 
tourism are apparent from 
the Island's dwindling visi- 
tor n umb ers. In 1980, more 
than 491.000 people came to 
Bermuda (not counting 
cruise ship passengers). By 
last year, the arrivals were 
100.000 lower. The picture is 
no better this year, with visi- 
tors down another 6 per cent 
in the first eight months. 

The lure of the Caribbean, 
which cheap air travel has 
made accessible to more 
Americans from the frozen 
north, has much to do with 
this state of affairs. Also, 
states from Arizona to the 
Carolinas now have the 
quality golf courses and 
resort hotels that can com- 
pete more effectively for the 
sort of business that once 
came naturally to Bermuda. 

“We were the architects of 
modern-day island tourism," 
says Gary Phillips, who as 
director of tourism for the 
past 11 years has had one of 


the more difficult jobs on the 
island. “But. like any prod- 
uct, It reaches maturity.” 

Finding a place for the 
island in this more competi- 
tive tourist age has 
prompted considerable 
soul-searching, particularly 
over the Issue of cruise 
ships. More frequent visits 
by these floating resorts has 
helped lift the number of vis- 
itors. but it has done little 
for the overall health of the 
tourism industry. 

These are people who 
spend much less money 
while on the Island (an aver- 
age of £225 each, compared 
to the £ 1,100 spent by other 
visitors.) Also, the giant 
cruise ships looming over 
Hamilton’s Front Street have 
brought with them a rash of 
t-shirt and gift shops - a 
phenomenon which some 
locals fear will damage the 
island's up-scale tourist 
image and turn its more 
well-heeled visitors away. 

This is much more than a 
cyclical problem. Bermuda's 
traditional clients - the 
well-to-do professionals who 
inhabit the north-eastern US 
- are enjoying a period of 
considerable prosperity. 
Four out of every five visi- 
tors comes from the US. If 
they are staying away now 
when times are good, how 
bad will things get when the 
US economy next goes into 
decline? 

Two large hotels have 
already closed their doors in 
recent years, and it seems 
likely others will follow. The 
average, year-round occu- 
pancy of Bermuda’s eight 
big establishments was only 
59 per cent last year during 
that period, these hotels 


racked up losses of $5.6m 
between them. 

This is despite the sort of 
prices that make visitors 
gasp. A room in one of the 
large hotels costs more than 
£300 per night, on average - 
thanks in part to high labour 
costs. Joan Griffin, a US tour 
organiser whose Bermuda 
Sports Marketing specialises 
in trips to island, blames the 
high costs largely on high 
wage rates, a view echoed by 
others in the tourism indus- 
try in Bermuda itself. 
“Where else does a chamber- 
maid make £800 a week?” Ms 
Griffin says.. 

In addition, despite consid- 
erable refurbishment of late, 
Bermuda cannot get away 
from the fact that its last big 
hotel, the Southampton Prin- 
cess, is now a quarter of a 
century old. 

At the same time, the 
needs of the people visiting 
the island have changed. 
Official figures suggest that 
about 15 per cent of viators 
come on business, but that 
the actual proportion is reck- 
oned to be far higher. 

The type of service offered 
by some of the hotels may 
not have kept pace with this 
shift, suggests Wendy Davis- 
Johnson, a former head of 
the Bermuda International 
Business Association. “If 
you're in business, you want 
to be productive and get 
your work done,” she says. 
Many hotel rooms still lack 
the facilities modem busi- 
ness travellers demand. 

Faced with Issues such as 
these, Bermuda has been 
paying more attention to 
matching the quality of its 
tourism product to the pre- 
mium price it charges. “You 



Honrashore Bay; efforts are under way to develop a broader range of tourist activities for an bland ' 


has traditionally sold itself on its pink beaches and sunshine 


have to provide a higher val- 
ue-added package.” says 
Grant Gibbons, Bermuda's 
finance minister. Mr Phillips 
adds: “We’re in a price-sensi- 
tive market. We must go on 
value for money.” 

Some headway has been 
made on one important 
issue, according to frequent 
visitors: the quality of ser- 
vice in many restaurants 
and hotels. To the average 
American visitor, accus- 
tomed to high service levels 
at home, the less effusive 


welcome accorded by many 
establishments has always 
been a source of frustration. 
Ibis, say many visitors, is 
an area where more training 
has helped. 

Bermuda is taking the first 
steps towards building the 
modem resorts it lacks. The 
first of its former naval 
bases to be redeveloped, now 
known as Morgan's Point, 
will include a resort with its 

own marina and golf course 
- the. sort of all-in destina- 
tion that has become tor this 


generation what the hotel- 
and-beach establishment 
was tor the last 

This is a “kill or cure" 
response new resorts such 
as this may bring extra visi- 
tors to island, or they may 
lure customers away from 
the older hotels, but either 
way they are likely to play 
an. important part in Bermu- 
da’s future. 

At the same time, efforts 
are under way to develop a 
broader range of tourist 
activities tor an island which 


h»s traditionally sold Itself 
on its pink beaches and sun- 
shine. Visitors see this as a 
good place to '“relax and 
relieve stress.” according to 
an opinion survey last year 
by Data Development Corpo- 
ration. They are less 
impressed by the island's 
facilities, its lack of tourist 
activities and the quality of 
restaurants and shops. 

None of these efforts, 
though, should detract from 
what is likely to be the best 
hope for Bermuda's tourism 


industry: re-enforcing Its tra- 
ditional position as a luxury 
destination, a place where 
the streets are safer, the 
beaches quieter and the 
environment more refined 
than the run-of-the-mill holi- 
day island 

“We can be repositioned as 
what we were some years 
ago - as a jewel, as a quality 
destination which exceeds 
[visitors’] expectations,” 
says Mr Phillips. Getting to 
that point, however, Is likely 
to take some time. 


FORMER MILITARY BASES • by Canute James 


FAST FOOD OUTLETS • by Canute James 


An asset returns Battle of 


Big plans are 
being made for 
land once used by 
!?§,■ 'British and 


officer of the Bermuda Land 
Development Company. 

While some parts will be 
used to expand the Island's 
tourism capacity, there are 
plans to introduce a range 


Ca nad ian forces “^service industries, such as 

telecommunications and 


“Imagine, if you can, 
territory made up of Calif- 
ornia. Nevada and Arizona 
being returned to the United 
States,” says Grant Gibbons, 
Bermuda's finance minister. 
“This is [proportionately] 
what has happened to Ber- 
muda with the return of the 
military bases.” 

The government has ambi- 
tions plans for the use of the 
bases, which were previ- 
ously occupied by US. Brit- 
ish and Canadian forces, 
and which, along with the 
airport, make up 10 per cent 
of the island. 

The bases were used 
mainly for tracking Soviet 
submarines in the North 
Atlantic. The end of the cold 
war and unproved technol- 
ogy made the bases obsolete. 
The bases once contributed 
to the Island's economy 
through local spending by 
those working there. The 
plan is to make these lands 
again an asset to the econ- 
omy. 

“Out company’s mandate 
is to develop and use the 
former bases in ways which 
will reintegrate them back 
into the economic and social 
fabric of Bermuda,” says 
Chrl Mnsson, chief executive 


informatics, to broaden the 
base of the economy. 

The 707 acres previously 
used as military bases are in 
four locations. About £350m 
will be invested in 250 acres 
at Morgan's Point, and by 
the end of this year the 
Land Development Company 
hopes to conclude an agree- 
ment with a developer to 
create a 200-room cottage 
colony style hotel and spa, a 
400-berth marina, and an 18 
hole championship golf 
course designed by Jack 
Nicklaus. 

Daniels' Head is a 17-acre 
peninsula which was occu- 
pied by the Canadian armed 
forces, and will be developed 
as an e co-tourism resort. 
Tudor Hill, on 25 acres, is 
being prepared for residen- 
tial and tourism develop- 
ment 

The largest of the former 
bases is Southside in the 
east of the island. The 415- 
acre property, which was 
part of a US naval air sta- 
tion, is adjacent to the air- 
port 

“The development of 
Southside will be done over 
the next 20-25 years.” says 
Mr Musson. “It is suited to 
many of the commercial 


operations which we are 
hoping to attract Hie tele- 
communications at the site 
is good with fibre optic 
cables which will be useful 
to the telecommunications 
and the informatics indus- 
try." 

The former base has been 
zoned also for other com- 
mercial operations, includ- 
ing a freeport, warehousing, 
fish processing, freight for- 
warding and aircraft main- 
tenance. 

Sections have been 
reserved for residential com- 
munities and public parks. 
Between £60m and £70m 
will be spent on improving 
Southside's infrastructure in 
the first five years of the 
development 

The most ambitions ven- 
ture planned for the former 
base is the relocation of the 
island's container terminal 
from Hamilton, the capital. 
“The Hamilton port is near- 
ing its operating capacity, 
and will exceed this before 
2009, which is the date ear- 
lier forecasts had proj- 
ected.” says Mr Mnsson. 

“The creation of a seaport 
in Southside has the poten- 
tial to offer the economy 
several benefits, particu- 
larly in combining the port 
facilities with air cargo 
facilities at the adjacent air- 
port and a container strip- 
ping facility which will 
reduce the volume of con- 
tainer traffic on the roads,” 
he says. 


the burgers 
still sizzles 


A legal wrangle 
over fast food 
franchises has 
divided the 
government 


Neither side is claiming 
victory after the latest 
volleys in Bermuda’s ham- 
burger war. A company in 
which a former premier is a 
principal is locked in a legal 
battle over its bid to estab- 
lish McDonald’s fast food 
franchises on the island. 

The issue has split the 
government, with a faction 
which is against the intro- 
duction of hamburger res- 
taurants finding common 
cause with the opposition to 
successfully introduce legis- 
lation banning fast food 
franchises such as 
McDonald’s. 

The row in the ruling 
United Bermuda Party con- 
tributed to the resignation of 
David Saul, the premier. In 
March. 

The split was sufficiently 
damaging to have threat- 
ened the survival of the 
administration. “We almost 
lost a government over ham- 
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burgers,” says Pamela Gor- 
don. the premier and UBP 
leader. 

Bermuda has fast food res- 
taurants. Kentucky Fried 
Chicken restaurants have 
been on the island tor more 
than two decades. Bermu- 
dians had limited access to a 
McDonald’s restaurant at a 
US naval base. The restau- 
rant was dosed when the US 
military pulled out of the 
island two years ago. The 
legislation barring tost food 
franchises ruled that none 
could be established after 
May 10 last year. 

Opposition to hamburger 
restaurants has been based 
on the mamim- in which the 
franchise was originally 
granted to Sir John Swan, 
the former premier, and his 
business partners and the 
effect it is claimed such res- 
taurants could have on Ber- 
muda. 

The administration had 
previously maintained that 
fast food franchises should 
not be allowed, says Trevor 
Moniz, one of the UBP back 
benchers who supported the 
legislation banning the res- 
taurants. 

This was the policy when 
Sir John Swan was premier, 
and Mr Moniz and 'his col- 
leagues rebelled against' an 
apparent change in govern- 
ment policy which would 
favour Sir John as a partner 
in Grape Bay, the company 
seeking the McDonald's fran- 
chise. 

“This is an ethical issue,” 
says Mr Moniz. “It raises the 
prospect of sleaze. It was 
said we did not want any 
McDonald’s, and we said this 
when Sir John was’ premier. 
This was the policy for 25 
years and everyone said that 


such franchises would be 
bad for Bermuda's image.” 

The presence of more fast 
food restaurants on the 
island would also adversely 
affect Bermuda's efforts to 
attract more wealthy tour- 
ists; supporters of the legis- 
lation said. 

“It would cheapen Bermu- 
da’s image as a destination 
for those in the higher end 
of the tourism market,” says 
one of the island's leading 
lawyers. 

The opposition Progressive 
Labour Party supports the 
ban on hamburger restau- 
rants. Such establishments 
would damage Bermuda's 
environment and its cultural 
image, says Jennifer' Smith, 
the leader of the FLP. 

“We need to encourage 
Bermudians who want to 
establish business such as 
these," she says. “We were 
also very concerned about 
the distasteful manner in 
which the government was 
allowing the franchise for 
McDonald's.” 

Although the controversial 
concession has been granted 
to Grape Bay, the lease for 
the continued operation of 
the store at the airport has 
not been approved because 
of the row. 

The bill banning foreign 
fast food franchises was 
signed into law by Thorold 
Masefield. Bermuda's gover- 
nor. However, a court subse- 
quently ruled that the act 
was' unconstitutional, leav- 
ing open the way for 
McDonald's restaurants - to 
be set up in Bermuda. 

Sir John and his partners 
have not commented pub- 
licly on their nest move, but 
the legal battle is likely to 
continue, and the matter 
may eventually reach the 
Privy Council in London. 
“The latest ruling means 
that a company, could go 
ahead and set up a 
McDonald’s,” says Mr Moniz. 

“But the rating witi be 
appealed by the attorney 
general when the Appeal 
Court sits in. March. So they 
could still be prevented. Any 
investment in such a fran- 
chise now is a very risky as 
the investors could lose." 



The row in the ruling United Bermuda party contributed to the 
resignation of David Saut, the premier, In March 
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INSIDE 


Thailand tests 
market patience 

• ■ ...... The dollar has not been 

, f ; the only victim of the 

R '7^ >; tunnoil In equities. The 
-38 Thai baht is one of sev- 

■ - eral . emerging markets 
currencies that look as 
if they are in serious 
trouble. The baht 
; ended Friday at a 
record low of Bt40.25 to 
• the dollar, as the mar- 
iwww?-,; i.-;-,, ket started losing 
/Souro * i »^ patience with Thai- 

land’s inability to come np with an economic . 
rescue pac k age. The Thai authorities will he 
praying for a bounce in Wall Street this week, 
as that could calm global fears about other high- 
yielding assets. Page 24 


Conglomerate blames losses in heavy industry sector 


GLOBAL INVESTOR 

Equities and bonds take different paths 

Last week’s market upheavals ended with 
equity and bond markets only slightly changed. 
But there was a marked difference between the 
performance of the two categories of securities. 
Page 22 

INTERNATIONAL EQUITIES 
Offerings in a gyrating market 

In spite of last week’s stock market gyrations, 
the market for new equity offerings remains 
surprisingly robust. Aside from the decision by 
Volkswagen, the German carmaker, to delay its 
rights issue, there were no postponements of 
large offerings. Page 22 


Affixed fortunes in Asia from El tOAo 

Australian grain formers are talking of their 
miraculous escape from the worst ravages of the 
El Nino weather pattern; but elsewhere in the 
southern hemisphere It is a different story, as a 
conference to discuss El Niflo, scheduled to start 
in Manila on Thursday, will learn. Page 24 


New York 

Last week's stock market correction appears to 
have delayed the need for a rise in US interest 
rates, hut it remains to be seen whether the 
Treasury market’s popularity as a haven will 
continue. Page 24 

Frankfurt 

The German DAX index of blue chips ended 
marginally higher on Friday in electronic trad- 
ing at 3,758.66. Gerhard Eberstadt, director of 
Dresdner Bank, said developments in Asia had 
not altered the generally positive outlook for the 
world economy. Page 24 

Tokyo 

Japan’s traders have the day off today, hut it is 
unlikely they will be able to relax fully with 
other world markets open. The Nikkei index 
tested the 16,000 support level on Friday 
morning, and is unlikely to move into much 
safer territory this week. Page 24 

London 

There is no secret about what traders in London 
will be hoping for this week - a bit of peace and 
quiet. The main domestic focus this week will 
be the Bank of England monetary policy com- 
mittee decision on interest rates, which will be 
announced on Thursday. Page 24 

Hong Kong 

Further volatility is expected this week after the 
Hang Seng Index finished a rollercoaster week 
4.7 per cent lower. Both H -shares and red chips 
were strong on Friday and are expected to 
remain so this week. Page 24 

FT GUIDE TO THE WEEK 
- full listings Page 36 

The biggest shake-up in 
British aid policy for 20 
fegyi XT years will be set out on 

Wednesday in the 
government's white 
paper on international 
development, a product 
W®**** 8 ** of the new Department 
for International Development (DFID) under 
Clare Short. Will this mean aid will no longer be 
used as a lever to encourage recipients to make 
political and economic reform? 

GOOD BREEDING 

Horse racing's richest meeting, the Breeders’ 

Cup series of races at Hollywood Park, 
California, to be held on Friday, has attracted 
entries from around the world. 
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By John Burton in Seoul 

Haitai, a leading Sooth Korean 
ronfectionery producer, joined 
the growing list of the nation’s 
conglomerates filing for bank- 
ruptcy protection at the week- 
end amid worries that a large 
retail group. New Core, may 
soon follow. 

Meanwhile, Kia Motors. 
South Korea's troubled car- 
maker, is expected to resume 
operations today after workers 
ended a 10 -day strike to protest 
the government takeover of 
the company. 

Haitai. Korea's 24th largest 
business, requested court pro- 
tection for its profitable con- 
fectionery. beverage, trading 
and retail units while it 
applied for court receivership 
for its lossmaking electronics 
and industrial operations in 
the first step to selling them. 

Haitai had amassed an 
unsustainable debt burden 
owing to an expansion policy 
into unrelated businesses - as 
have other Korean conglomer- 
ates that have fallen victim to 
an economic slowdown. 

Meanwhile, government offi- 
cials told the national news 
agency Yonhap that New Core 


Barclays 
hopes for 
BZW deal 
by tonight 

By Jane Martinson, 

Investment Correspondent 

Barclays is to consider selling 
parts of the equities and 
corporate advisory businesses 
of BZW if Swi ss-Am erlcan 
investment bank GSFB fails to 
make a satisfactory bid for the 
whole by the end of today. 

Und er an agreed timetable, 
CSFB is expected to put a 
price on the businesses being 
sold by tonight. Hie bank is 
the last remaining bidder for 
the whole of BZW out of more 
than 20 which initially 
expressed an interest. 

Throughout the unusual 
sale process, Barclays has 
insisted that a potential buyer 
took over all the various parts 
of the investment bank it had 
put np for disposal. However, 
it made clear last night that 
there were still several 
options available if CSFB 
made an unacceptably low 
offer. . 

“There were a lot of expres- 
sions of interest for parts of 
the business." said a senior 
Barclays executive. Several 
predators have expressed an 
interest in buying the bank’s 
Australian business. 

Two US banks - Bankers 
Trust and Donaldson, Lufkin 
and Jeanette - pulled out of 
the initial auction last week. 
Their withdrawal prompted 
speculation : among rival 
investment bankers that 
Barclays would be forced to 
accept a lower price from the 
sole remaining predator. 

The group has been critic- 
ised for its handling of the 
sale of BZW, which it put up 
for sale a month ago without 
an agre ed buyer. 

CSFB was understood to 
have spent the weekend work- 
ing out the details of a possi- 
ble offer. As well as the issue 
of price, the group, which 
occupies a neighbouring site 
to BZW in London, is likely to 
consider how to keep the best 
BZW staff. 

Barclays offered BZW trad- 
ers and dealers “golden hand- 
cuffs” in the form of guaran- 
teed bonuses when it 
announced the sale, but valu- 
able staff could still leave. 

Any deal is likely to be com- 
plex, partly because of the 
nature of the businesses to he 
sold. Barclays argued that it 
was forced to sell the busi- 
nesses in this way because of 
the complexities of dividing 
their administration from the 
rump of BZW. 

The process prompted one 
senior Barclays executive to 
say yesterday:. *1 don’t think 
it’s 100 per cent certain that a 
deal will be done by Monday.*' 


might become the next con- 
glomerate to collapse because 
it appears that creditor hanks 
will refuse it new loans. New 
Core was saved from bank- 
ruptcy two weeks ago when it 
received Won5L5bn ($56£m) in 
loans. 

The f-nTlnp«a> of Haihii awH 

New Core would mean that a 
fifth of Korea's top 30 conglom- 
erates have filed for bank- 
ruptcy this year. More are 
expected since corporate finan- 
cing is becoming tighter as 
borrowing rates climb due to 
credit downgrades by overseas 
rating agencies and cautious 
lending by domestic banks. 

Financial troubles at Haitai 
became apparent in late 
August when it received emer- 
gency loans to avoid bank- 
ruptcy. Its debts of nearly 
Won3.000bn are dose to seven 
times equity. Haitai reported 
1996 net profits of Won35.8bn 
on sales of Won2,7t0bn. 

Haitai was considered partic- 
ularly vulnerable to a credit 
crunch since almost 60 per 
cent of its debt was short-term 
and borrowed from secondary 
financial institutions. 

The collapse of Haitai would 
add to further pressure on Kor- 



Market jitters 
will test Brazil’s 
power sell-off 

By Geoff Dyer In S5o Paulo Camargo Correa, the construc- 
tion company. 

The credibility of Brazil’s The. Brazilian government 

exchange rate policy following- argues it can easily finance its 


the turmoil in global financial 
markets will face a crucial test 
on Wednesday when the state 


growing current account defi- 
cit - currently about 4J> per 
cent of GDP - because of 


of Sdo Paulo tries to privatise strong inflows of direct foreign 


CPFL, an electricity company. 

The planned sale of CPFL, 
for a minimum price of $l-8bn. 
will provide the first indication 
of whether the volatility in 
equity markets over the last 10 
days will affect long-term 
investment into Brazil. 

Brazil has suffered particu- 
larly harshly from the finan- 


Investment, led by a privatisa- 
tion programme expected to 
raise more than $80bo by 1999. 
Previous privatisations in the 
energy sector have seen for- 
eign companies paying huge 
premiums. 

A high bid for CPFL would 
ease fears that the stock mar- 
ket volatility will damage pri- 


cial market jitters because of vatisation inflows. Until last 


Kia Motors Is today expected to resume production after a 
10 -day strike over the government's takeover of the company ap 


ean banks, which are suffering 
from mounting bad loans, 
because only a third of its 
bank loans were collateralised, 
according to Cho Hung Bank, 
the main creditor fra* Haitai 
Haitai blamed its financial 
problems on heavy losses at 
Haitai Heavy Industries, which 
it acquired in 1983 during a 
government-led restructuring 


of Insolvent companies follow- 
ing Korea's last big recession. 

But analysts said Haitai bad 
compounded its finanrial trou- 
bles by excess investment in 
electronics and retail busi- 
nesses during the 1990s as It 
sought to diversify its 
operations. These new busi- 
nesses have not performed as 
well as expected. 


concerns that Its large current 
account and budget deficits 
might force the government 
into a devaluation. Share 
prices on the S£o Paulo market 
have fallen 31 per cent since 
October 22 and the govern- 
ment doubled interest rates on 
Thursday to maintain confi- 
dence in the currency. 

David Zylbersztajn. Sao 
Paulo state energy secretary, 
confirmed on Friday that the 
auction would go ahead as 
planned. A total of 43 entities 
have pre-qualified to bid for 
the 57.6 per cent of CPFL up 
for sale. 

The international firms on 
the list include Belgium’s 


week, analysts had predicted 
the auction would raise up to 
S3bn, at a premium or 50-70 per 
cent. 

Alexandre Fernandes, ana- 
lyst at Bozano. Si monsen in 
Rio de Janeiro, said that 
although domestic bidders 
now faced a higher cost of 
funds, the presence of several 
foreign companies, who are 
interested in the Brazilian 
energy sector's long-term 
potential, would ensure a high 
premium for CPFL. 

Several analysts said that 
the price would be lower than 
expected as the increase in 
perceptions of Brazilian risk 
over the last fortnight would 


Tractebel, Chilectra of Chile reduce the number of bidders. 


and AES of the US. Brazilian 
bidders could include VBC. the 
consortium made up of Grupo 


CPFL. which is Brazil's 
fourth-largest electricity dis- 
tributor, had sales of S1.65bD 


Vntnrantim, the country’s big- in 1996 and made net profits of 
gest family-controlled group, $114J>m. 

Bradesco. Latin America's big- 

gest private sector bank, and Brazilian. .'olatOity, Page 25 


Amvescap aims for full listing on NYSE 


By Jane Martinson, 

Investment Correspondent - 

Amvescap, the independent 
fund management group, is 
campaigning for a foil listing 
in New York as well as in Lon- 
don to increase liquidity in its 
shares. 

The group, which has 
$191 ^bn in assets, is optimistic 
that the New York stock 
exchange will allow it to list, 
even though regulations state 
no group can operate with a 
full dual listing. Amvescap ’s 
shares are currently traded as 
American Depositary Receipts 
- paper that trades in lieu of 
underlying shares - in the US. 

Boh McCullough, chief finan- 
cial officer, said: “The NYSE 


London-Quoted fund management group wants 
US identity to change ‘foreign stock’ perception 


has given us reason to be opti- 
mistic." He added that the 
issue was “one of the top prior- 
ities" of the NYSE chairman. 

Michael Perman, company 
secretary, said using a full list- 
ing rather than ADRs would 
change the perception that 
Amvescap was a “foreign 
stock" among US investors. 

Amvescap trades 90,000 
shares a day in New York 
compared with between 2m 
and 3m in London. 

Few US analysts cover the 
stock in spite of the fact that 
almost half its shareholders 


are based in the US. Amvescap 
also earns 90 per cent of its 
revenues in the US. 

The Atlanta-based group is 
domiciled and listed in the UK 
for mainly historical reasons. 
It was formed from the take- 
over of Invesco, a US fund 
manager, by Britannia MIM. a 
UK company, more than 10 
years ago. 

The dominance of the US 
was crystallised with Invesco’s 
$1.6bn acquisition of AIM man- 
agement group, the US retail 
fund manager, this year. 

The group's irritation at its 


lack of liquidity in the US has 
been exasperated by what it 
regards as onerous tax bur- 
dens in the UK. Mr McCul- 
lough is keen for the UK gov- 
ernment to abolish advance 
corporation tax, which makes 
any plans for a buy-back 
expensive. 

Amvescap is likely to con- 
sider a buy-back late next year 
when - under the terms of the 
takeover agreement - AIM 
investors are able to sell part 
of their shareholding in the 
newly formed company. Mr 
McCullough said investors 


might seek to offload up to 
75m shares. 

While the group is keen to 
maintain its UK listing, Mr 
McCullough warned that the 
existence of ACT and the 
threatened abolition of the for- 
eign income dividend could 
make the group reconsider its 
position. 

"We would obviously have 
to look at the domicile issue, 
particularly If there was no 
change [to the tax systemj." he 
said. 

The negotiations with the 
New York exchange are expec- 
ted to continue through to the 
end of next year. A spokesman 
for the exchange said ADRs 
acted as ordinary shares in 
spite of their separate status. 


Foreign investors 
raise stakes in 
French companies 


By David Owen in Pans 

Foreign ownership of the share 
capital of Elf Aquitaine. 
France’s largest industrial 
company, has reached about 50 
per cent in one of the most 
striking illustrations of the 
changing structure of French 
capitalism. 

Foreign cash has recently 
poured into French equities, 
attracted by an increasing 
emphasis by French corpora- 
tions on Investor interests. 

The prospect of a national 
figurehead such as Elf being 
majority foreign-owned may 



Hfs Philippe Jaffrt pco^afp 

create political controversy in 
a country where aggressive 
Anglo Saxon-style manage- 
ment practices are still viewed 
with suspicion. 

But it will have little, if any, 
impact on the way the com- 
pany is managed. Philippe 
JafEre. ElFs chairman, is in the 
vanguard of a new wave of 
French managers who have 
placed a greater emphasis on 
shareholder value. 

In September, the company 
set new profitability targets. 


committing itself to securing a 
return on capital employed of 
13 per cent over the next five 
years, up from 6.5 per cent in 
1996. The French state sold the 
bulk of its remaining 9.85 per 
cent stake in the group nearly 
a year ago. 

While the proportion of Elf 
shares in non-French hands is 
one of the highest among 
French corporations, foreign 
ownership of French blue chip 
stocks has been rising inexora- 
bly. The position of Total, the 
other big French oil and gas 
company, is similar to El£ 47 
per cent of Total’s share capi- 
tal is owned by foreigners. 

Jean-Hugues de Lamaze, , 
French strategist with Credit 
Suisse First Boston, attributed 
the trend in part to the “more 
internationalised" business 
profile adopted by many large 
French companies: “Some of 
the names have become a bit 
more well-known abroad. I 
would guess foreign institu- 
tions account for not far off 50 
per cent of the volume traded 
on a normal day on the French 
stock market" 

James Cornish. European 
markets strategist for Nat West 
Markets, said the number of 
French shares held by other 
French companies had fallen 
because of the unravelling of 
the so-called "noyau dur" sys- 
tem of cross-shareholdings. He 
added that foreigners regarded 
French equities as an attrac- 
tive long-term investment. 

Much of the increase in for- 
eign ownership of Elf shares 
occurred last year. By the end 
of 1996, foreign institutions 
had 46 per cent of the compa- 
ny's share capital compared 
with 35 per cent a..year earlier. 
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BC European Capital VI 

ECU 1 billion 

$1. 1 billion 


BC Partners is pleased to announce 
the formation of BC European Capital VI, 
an ECU 1 billion fund for the acquisition 
of European businesses in partnership 
with management. 

Over the next three to four years. 

BC Partners expects the fund to invest in 
the acquisition of ten to fifteen European 
businesses, with acquisition values 
typically in the range of S200 million to 
$2 billion. 
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Proceeds from £40Qm Rolls-Royce sale could be used to purchase armoured vehicles division 

Vickers looking at GKN defence arm 


By Virginia Marsh in London 
and Ralph Atkins in Bonn 

Vickers, the engineering 
group. Is In talks to acquire 
part of the defence business 
of its small er rival GKN and 

is also close to winning con- 
tracts for Challenger 2 tanks 
from O man and Qatar. 

Vickers hopes to raise 
more than £ 400 m ($664m) 
from its Rolls-Royce luxury 
car maker, which it put up 
far sale last week. 


Observers said yesterday 
that its purchase of GEN’S 
armoured vehicles division - 
which has a shm order book 
- could be weeks away, with 
the two sides down to negoti- 
ating the price. 

GKN would not comment 
on the reports, except to say 
there was a "certain logic” 
in the two businesses com- 
ing together, including 
through a Joint venture. The 
company has indicated 
recently that it regards the 


division as non-core. 

Analysts say it would be 
opportune for GKN to sell 
the business before the 
award of two large forthcom- 
ing defence contracts, while 
Vickers said last week it 
aimed to strengthen its 
defence interests. 

Vickers and GKN - which 

also owns the Westland heli- 
copter business - are part of 
rival consortia bidding for 
orders for 3,400 multi-role 
armoured vehicles or 'battle- 


field taxis’ for the British, 
French and German armies, 
and for 1,600 Tracer recon- 
naissance vehicles for the 
US and British armies. 

Companies not on the win- 
ning team for either order 

will face the prospect of sur- 
viving on niche business, 
especially in export markets. 

Europe’s armoured vehicle 
industry is und er pressure to 
rationalise because Euro- 
pean armies are buying 
fewer tanks and armoured 


cars following the end of the 
cold war. 

On Rolls-Royce, analysts 

still see BMW and Daimler- 
Benz as the front runners, 
despite a public denial from 
the latter. 

Commenting on reports it 
was interested in acquiring 
Rolls-Royce, Daimler-Benz 
said at the weekend it had 
not seen details of the sale 
offer. It added that its own 

plans, awnniTnrpH earlier this 
month, for a new luxury 


Mercedes-Benz car, the May- 
bach, showed that “in this 
segment we could go our 
own way". For these reasons 
such an acquisition was not 
on the agenda "at the 
moment”. 

Daimler-Benz is also seen 
as unwilling' to get into a 
bidding competition with 
BMW, which is considered to 
have a goad negotiating posi- 
tion because of its engine 
supply contract with 
Rolls-Royce. 


ME PC plans 
£300m disposal 


By Norma Cohen, Property 
Correspondent 

MEPC, the UK's third 
largest property company, is 
expected to announce today 
that it is selling most of its 
underperforming small 
properties portfolio to GE 
Capital for about £3 00m 
($498m). 

The sale, one of the UK’s 
largest portfolio transac- 
tions in recent years, comes 
just weeks after MEPC 
announced it would sell its 
Australian and US busi- 
nesses and return at least 
£300m of the sale proceeds 
to shareholders. 

MEPC is under pressure 
from its largest sharehold- 
ers to improve Its overall 
performance which has 
lagged behind much of the 
sector. 

The company is not expec- 
ted to complete the sale of 
its Australian business until 
after the new year and the 
US business Is unlikely to be 
disposed of before weD into 
1998. 

A significant asset dis- 
posal will leave MEPC with 
substantial cash to reinvest 
in tiie UK p r o per ty market 


before the current boom 
runs out of steam. It is not 
expected that sale proceeds 
from the smaller properties 
will be distributed to share- 
holders. 

The sale of the small com- 
panies portfolio covers 
roughly 200 properties hot 
will still leave MEPC with 
about £50m of assets in that 
category. 

Smaller properties have 
historically proven trouble- 
some Tor MEPC. While the 
entire property portfolio 
generated an internal rate of 
return of 7.5 per cent in the 
year ended September 1998, 
the small companies portion 
generated an internal rate of 
return of 4 per cent for the 
same period. 

This compares with 
ME PC’s current target of 
achieving an average ann- 
ualised internal rate of 
return of 12.5 par cent over 
the next five years. 

As of its last year end, a 
numerical two-thirds of 
MEPCs total property port- 
folio was invested in 
assets worth £5m or 
less, and over a numerical 
half in properties 
worth £2Jm or less. 


WH Smith to sell The Wall 


By Jane Martinson, 
Investment Correspondent 

WH Smith, the UK retail 
group, kicked off its reorgan- 
isation strategy with the sale 
of The Wall, its US music 
retail business, over the 
weekend. 

The group, which has 
come under pressure from 
shareholders to improve its 
performance, outlined its 
reorganisation strategy last 
month. It has now reached 
conditional agreement to sell 
The Wall to Camelot, a US 
mall-based music retailer for 
847m (£28m). 

Richard Handover. 
WH Smith's new chief execu- 
tive, announced the group’s 
decision to sell Waterstane's 
bookshops. The Wall and its 
75 per cent stake in Virgin- 
Our Price, the UK music 
retail outlets, two weeks ago. 

The decision to tocos cm 
the group's core business 
was seen as a direct riposte 
to restructuring proposals 
from Tim Waterstone. the 
bookshop's founder. 

With the flotation of 
Waterstone 's set for spring, 
the company said yesterday 
that the future of Virgin-Our 
Price was "the only issue to 
be resolved". 

The group has until the 
summer of 1999 to either sell 



Under pressure bom shareholders to improve performance: Richard Handover 


MWAMnod 


its 75 per cent stake or buy 
the 25 per cent still owned 
by Richard Branson, the 
group’s founder, and then 
sell it to somebody else. 

Under the terms of the 
original sale agreement the 


business will keep the Virgin 
brand name. 

WH Smith said it was 
pleased with the price 
agreed for The Wall, which 
has net assets of 843m. In 
the year to May 31, The 


Wall, which has 153 outlets 
in north-east America, broke 
even after making sales of 
8174m. 

In addition, tax losses of 
about ElOm will be crystal- 
lised. 


EC directive on feeder funds set to anger UK groups 


By Jonathan Guthrie 

Proposals contained in a 
new directive from the Euro- 
pean Commission on cross- 
border investment funds 
seem certain to anger UK 
investment companies. 

The Commission is expec- 
ted to open a consultation 
period this month on the 


directive, which is intended 
to make it easier for invest- 
ment managers to sell funds 
across national borders. 

However, the proposals, 
which are under consider- 
ation by the Internal 
markets directorate, DG15, 
will not allow "feeder 
funds". 

Such ftrnds, favoured by 


several UK investment man- 
agers and the Association of 
Unit Trusts and Investment 
Funds, would be authorised 
locally, but would pass on all 
money paid in by local inves- 
tors to a “master” fund, 
established in another conn- 
try. 

Feeder funds could over- 
come the nervousness many 


European investors feel at 
investing In a foreign-regis- 
tered vehicle. 

But an EC official said: 
“Feeder funds are an Ameri- 
can rather than European 
concept and normally mem- 
ber states are uncomfortable 
regulating structures they 
do not know." 

“They would not he 


included in the directive. We 
would like to facilitate cross- 
border marketing by, other 
means.” 

David Mossop, chief exec- 
utive of Perpetual, a large 
UK unit trust manager, said: 
“I do not think feeder fends 
should be prevented.” 

"It is perfectly reasonable 
for us to put a Flench label 


on an essentially English 
fund as long as we tell cus- 
tomers what the charges and 
structure are." 

DG15 also wants to intro- 
duce much tighter qualifica- 
tions for investment manag- 
ers allowed to sell across 
borders: at present the 
emphasis is an the suitabil- 
ity of the ftmds themselves. 


INI Finance B.V. 


U.S. $1 50,000,000 Floating Rate Notes Due A prill 999 
Common Code: 4974093 

U.S. $650,000,000 5 %% Notes Due December 1998 
Common Code: 4743458 

U.S. $500,000,000 5%% Notes Due December 2000 
Common Code: 6230555 

and 

¥30,000,000,000 4%% Notes Due December 1999 
Common Code: 5428718 

3 November 1997 

NOTICE OF OFFER 

Notice is given that WJ Finance B.V. (the -Purchaser") hereby offers (the "Offer) to purchase for cash the 
entire principal amount outstantfng of afl or pert ot fee notes Issued pursuant to the issues referred to abort 
ffhe -Notesl end, for Ms pupose, It has appointed Goldman Sachs Intern a tional (*GST) as its exclusive 
Dealer Manager. 

The Offer nifl be open for a period from arid includhg Monday 3 November 1897 until no later than 5:00 pm 
(London time) on Monday n November 1897 or for such other period as may be notified (Ihe "Offer Period"). 
The price at which the Purchaser wO purchase Notes tendered pursuant to the Offer (the -Purchase Price’) 
wU be fixed, 

la) to tto case affixed raw Notes at a p<tae equivalent to the aggregate of the rate quoted 

(aa) in the case of Oolar denominated Notes at or about TltOO am New Ybrfi time on too Purchase Price 
firing Dale (as defined below) by reference to the semhaimual bid-side yield tor the relevant 
government bond mentioned below in respect of each aeries of Notes; 

(Q in toe case of the U.S. $850 ,000, 000 SM% Notes Due December! 998. far the US Treasury 

Notes Due December 1898. 163S a margin of 0.15%; 

(B) to the case of the U.S. $500,000,000 5K% Notes Due December 2000. tar the 5K% 
US Traesuty Notes Due December 2000, less a margin of 0.05%: and 
(bb) in the case of Yen denominated Notes by reference to the Tbkyo Stock Exchange dosing semt- 
annuel equivalent yield lor the Japanese Government Band ttZ* 4JB% Due DecambartttBon the 
Purchase Prtoe Fbdng Date, less a margto ot 0.6%; aid 
(b) to the case of Ihe U.S. $60,000,000 Ftaattog Rate Notes Due Api8l9S9 at a price equal tom248% of 
the principal amount thereof . 

plus to each case interest Maroon, being caicUated on the principal amount of the relevant Notes accrued 
from and tociudtog the last (merest Payment Date to but exetodtog toe SetSement Oats (as defined below). 
The Purchase Price to respect of each issue (other then the U.S. $60,000,000 Floating Rate Notes Due Aprl 
1999) wfl be fixed on Ihe first business day taflowtag the last day of the Offer Period (the “Purchase Price 
Fbdng Oats'). Notice w* be given of such Purchase Pries andpubfishedtna notice tatha Ftoonctai Times and 
the NIMkai on the business day after the Purchase Price Fixing Date or as soon as practicable thereafter. 
Notetwlders accepting thte Oftar shafl be bound ta sea such Notes tendered tor sale by them at the Purehase 
Price estabfished by the Purchaser on the Purchase Price Fixing Daw. Noteholders a ccepting the Offer 
should sand an Irrevocable instruction to Euredear or Cede) Bank cfirectiy using the normal infernal 
processes tor accept an ce and setitemant of tender otters. Acceptance of ttw Offer should not be made 
cfirectiy to Goldman Sachs International. 

SetBement to respect of Notes purchased pursuant to the Offer b expected to take place on lha fcxsth 
business day alter the Purchase Price Feting Data (the ’Settlement Date*). 

Notes purchased pursuant to the Offer may only be deSvensd Bid paid tor through Euraetear or Cade! Bank. 
1b participate in the Oltar. Notehoideis who do not have an account at Euradear or Cabal Bb* may detirar 
their Nrxas through a bank, nstodten or «her financial institution which maintains an account wtti Euractoar 
or CeddL Each Note must have aflunmahred coupons apperta i n in g thereto attached or deavored t h e rewith. 
Tha Offer ts governed by and shaBbaconstmad in accordance wBh English taw. 

GSi is not acting lor recipients of this Nodes 8nd H wfl not be nsponsMe to redpiants tor profiting customer 
pro te ctions and It Is not advising redptenfe as to the arrangements described above. Notehofcteffi who am a 
any flottot as to their petition should consult their Stockbroker, soWtor. accounted or other pr e deask ma) 
adviser. 

GSi sftaS raceme from the Purchaser a customary tee in respect of acting aa Deafer Manager tor I in 
connection with the Otter. 

References in this notice to "business day" shal be to days on which Banks are open tar businaBB in London, 
Madrid, Tbkyo, Bnaseteand New York. 

Goldman Sacha I n te rna tional 

Peterborough Court. 133 Fleet Street, London EC4A2BB 

7W» Kherttownmrb Issued by GMtiRwi SscfteMWMMMt toOMSdbytoSmrimmriMunotoilhofty 
brmcf**pf>fn&SKlian57ota*FkwiKktS*vlcMAct1906. 


DMG gains Hungarian 
radio station in Ft4bn bid 


By AnsAof Ueven in 
Budapest 

Daily Mall Group (DMG) 
Radio of the UK has suc- 
ceeded in a bid for a seven 
year concession for the Hun- 
garian commercial radio sta- 
tion Danubius. 

DMG is the leading part- 
ner In OK Radio, which also 
includes the Radiotrust 
Investment Fund from 
Britain, Hungary's OTP 
Bank and four radio person- 
alities from Danubius. 

Hie price paid is by for the 
highest so for for any east 
European radio channel. OK 
Radio will pay around 


Ft4£bn ($2U3m) for the con- 
cession. ' 

Some 30 per cent is pay- 
able Immediately, with the 
rest as four annual instal- 
ments. 

Nine other groups 
expressed an Initial interest 
in the sale, but were fright- 
ened off by the high price 
tag. Even Charlie Cox, man- 
aging director of DMG, said 
earlier in the year that he 
feared that the station might 
prove a "poisoned chalice” 
at that price. 

A seven year concession 
for smother, new radio sta- 
tion was allotted to Htm- 
garla Radio, a consortium 


which includes Rmmiq of the 
USA and Hungary's K&H 
Bank. They will pay Ffrftm 
(820.3m). 

The Hungarian regulatory 
authority ORTT, which was 
responsible for the sale, 
argued that the channels can 
expect advertising revenue 
of op to Ftl-3bn a year, lead- 
ing to an annual profit Of 

around Ft40Qm. Total Hurt 
garfon radio advertising in 
1996 was worth Ft&Sbcu up 
from Ft4.17tm in 1996. It is 
thought to have grown 
steeply again this year. 

Of the two stations, 
Danubius is regarded as the 
plum. , 


KNP 


as paper side 
makes recovery 


By Gordon Crarrib In 
Amsterdam 

The papermaking business 
which KNP BT of the 
Netherlands is selling to 
South Africa’s Sappi had an 
improved third quarter and 
last month began commer- 
cial shipments from its large 
new machine In Austria, the 
Dutch packaging and distri- 
bution group said yesterday. 

The 91.5 per cent owned 
KNP Leykam, for which 
Sappi is paying FlLSbn 
(8750m) book value, encoun- 
tered strong demand for 
wood-free and other coated 
paper even during the sum- 
mer months. 

This allowed it to put up 
prices after a deep trough In 
the industry cycle, but profit 
margins remained under 
pressure as pulp prices rose 
too. 

Operating firmtlng * from 
Ihe unit reached FUQm in 
the three months to Septem- 
ber, a reversal from a FI 7m 
operating loss in the same 
period of 1996 but nowhere 
near the FI 108m seen in the 


equivalent quarter the year 
before. 

After investing FI l_2bn in 
the machine at the Gratkom 
site and other u p gra des, 
KNP cut jobs and a year ago 
put the division up for sale. 
The eventual purchase by 
the South African pulp and 
paper producer is expected 
to be completed by the end 
of n™ year. 

Net profits for KNP BT as 
a whole reached FI 65m this 
time, up 71 per cent Sales at 
F13^bn rose 16 per cent and 
if adjusted for the effect of 
acquisitions and divestments 
the increase was only 9 per 
cent 

Its distribution side, com- 
prising paper merchantlng 
and office products, showed 
operating- profits ahead 21 
per cent to FI 70m. This 
came in spite of a poorer 
result from its activities in 
graphic and information 
systems, where margins 
were hit 

A good outcome from the 
traditionally strong fourth 
quarter was expected in dis- 
tribution and packaging 
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NEWS DIGEST 


Hugo Boss ahead 
at nine months 

Hugo Boss, the German men’s clothing company owned 
by Marzotto of Italy, said its net profits rose by about 20 
per cent in the first nine months and would show a simi- 
lar growth rate for the full year. 

It expected sales to advance by about 13 per cent after a 
IS percent increase to DMSWm (8548.5m) in the January 
to September period. The slightly lower foil-year sales 
growth rate would reflect the earlier delivery of some win 
ter items and the absence of a contribution from its 
Joseph & Feiss subsidiary in the US, which has been 
closed. 

Bo s s will launch its first women's collection in January 
following the presentation of its sew men's gold collec- 
tion. It Is also pushing ahead with further shop openings 
in the US. western Europe, Asia and South America. 

Andrew Fisher, Frankfurt 

■ JAPAN 


Nikon hit by tax rise 

Niton, the gamm a and semiconductor equipment maker, 
sa id weak consumer spending after Japan's consumption 
tax increase in April was a factor behind the foil in Its 
interim net profits. Overall sales dropped 3J2 per cent to 
Yl46_9bn ($L22bn) over the six months to end September. 
Domestic sales were down IS per cent to Y75.6bn, but 
export sales grew &5 per cent to Y7&2bn. 

Pre-tax profits shrank 42 per cent to Y&lSbn, and net 
profits d eclined 55 per cent to Y2.64bn. A fall in semicon- 
ductor prices also depressed earnings. 

Nikon said it expected a slightly better performance in 
the second half, but still forecast declining profits for the 
full year, ft said net profits would slip 41.9 per cent to 
YKfibn, and pre-tax profits would fall 24J2 per cent to 
Yl2 5 bn Bethan Hutton, Tokyo 

OIL REFINING 


Mitsubishi Oil falls into the red 

A price war at Japan's petrol pumps has pushed Mitsubi- 
shi Ofl, the refiner and distributor, into the red for the 
Gist halt Deregulation has led to intense competition in 
certain regions, with lower petrol prices all over Japan. 

Mitsubishi Oil reported a net loss of YlL7tm ($97.3m) 
for the April to September period, compared with a 
YLlbn net profit for the same period time last A pre-tax 
profit afY£57hn in 1996 turned into a Yll.OSbn loss this 
year, an sales op 0.6 per cent to Y519.6bn, 

The price war is starting to ease and Mitsubishi also 
said it planned to make cost cuts of Y&5bn in the second 
half, which should help it break even for the six months. 
However, it did not expect to make it back into the black 
for the frill year. The foil-year forecast is for a pre-tax loss 
of Yllbn, against a loss of Y&28bn, and a net loss of 
Yt4bn, compared with the previous year’s net loss of 
Y9.61bn. Bethan Hutton 

GLASS 


Asahi ahead despite sales dip 

Asahi Glass, one id the world's largest glass manufactur- 
ers, reported a 5.6 per cent improvement in first-half prof- 
its in spite of sluggish sales, which slipped 0.3 per cent to 
Y432£bn (83Abn). Pre-tax profit grew 4.7 per cent to 
YISJLbn and net profit 5.6 per cent to YlO-Ohn. 

Asahi said market conditions were difficult during the 
six-month period, with a stagnant economy and the con- 
sumption tax increase affecting both general consumer 
spending and housing investment. 

For the frill year. Asahi forecasts a 5.1 per cent increase 
in net profits to Y2Q.0bn, on sales down 1.5 per cent to 
YB9Q.0bn. Pre-tax profits should grow 2 .3 per cent to 
YSljQbn. 

Asahi declared an interim dividend of Y4£ and expects 
to pay a final dividend of the same amount, together with 
a special Y1 dividend to mark the company’s 90th anni- 
versary. Bethan Hutton 

CZECH REPUBLIC 


Utility falls 51% 

CEZ. the largely state-owned Czech electricity utility, has 
reported a 51 per cent fall in unaudited net income for the 
first nine months to KoLlbn ($i24£m). 

The company lias made a Kcl.87bn provision for unreal- 
ised e xc h ang e rate losses following the depredation of the 
koruna in May. It predicted that profit for the foil year 
would be between Kc4.5bn and Kc5bn, compared with its 
forecast at the end of 1996 of Kc&lbn. 

Revenues were 2 per cent down at Kc39.3bn because of 
slower economic growth and flooding in July, a foil in 
market share and only modest rises in rates to regional 
distribution lampuniw; 

Operating expenses rose LOA per cent, largely because 
of a 20 per cent increase in depredation, but other 
expenses rose by Kc2.lbn because of exchange rate losses. 

Robert Anderson, Prague 


companies coverage can be sent by email to 


Marine Tech. Limited 
Covered Warrants 
to purchase shares of common stock of 

ZUKENEVC. 

issued with U.S.$71 ,500,000 2 5/8 per cent. 

Gua ran te ed Notes due 1999 

"Bwidoo of die Purchase Price" 

Notia is hereby grvar that pmstumt to Condition 2.1 of the 'toms and 
CcmfoiDos of the Warrants set out in the Fin* Schedule lo the Instrument 
dead 1 8th October 3996 antrimting die capdooed cowed wamuus(ti« 
^Warrano "), ihe Pqnftnge Price for the Warrants shall be retiaed 
downward as (oBdw&l. 

Purchase Price before revision: 11^07 per Share 

Purchase Prieeafter rensuso; ¥1,526 per Shue 

Effective dale of the ruTBion; 21at November, 1997 


Marine Tech, limited 
Cayman Islands 

%«°^^^ , I^ c <HnpanyrfN e wYofk 1 


fitted: M NoteBbet, 1997 
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readers in France. Our link wftti the French 
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COMPANIES AND FINANCE 


Vietnam 

bank 

ratings 

upgraded 

By Jeremy Grant ft Hanoi 

Thomson BankWatch, the 
bank rating agency, said it 
had upgraded the short- 
term, local-currency ratings 
of six Vietnamese banks, 
including three of the coun- 
try's largest, reversing a 
downgrade after only two 
months. 

The country's nascent 
banking system was hit ear- 
lier this year by a series of 
letter of credit (LQ defaults, 
many the result of fraudu- 
lent trade deals in Ho Chi 

Minh City. 

International confidence in 
Vietnam was further hit in 
July when Vletcombank, the 
country’s biggest state- 
owned bank, refused to hon- 
our a batch of LCs. 

Thomson BankWatch said 
its decision was prompted 
“in part by the disclosure of 
additional information 
regarding the nature and the 
scope of the letters of credit 
problem and related con- 
cerns". 

It had also been encour- 
aged by a recent government 
decree insisting that banks 
pay debts. “The develop- 
ments have gone some dis- 
tance to restore our confi- 
dence in the ability of the 
Vietnamese government to 
manage and defuse a poten- 
tial banking crisis,” it said. 

Viet com bank was among 
the hankie upgraded. Thom- 
son BankWatch said it 
appeared the bank was cur- 
rent on all outstanding LCs, 
bar a few “potentially justifi- 
able exceptions". 

However, it did not say 
whether it had confirmation 
that the bank's many provin- 
cial branches - frequent 
defaulters regardless of pol- i 
icy at headquarters - had 
also cleared their debts. 

German export credit 
agency Hermes two weeks 
ago confirmed it had with- 
drawn export credit cover 
for Vietcombank, dting 
problems over unpaid LCs. 

Hanoi has been under 
pressure to bail out default- 
ing banks usixq' modest for- 
eign exchange reserves of 
about $2bn. Many owe sums 
that , far exceed their assets. 


Thai hank to raise capital 


By Ted Bardacke 
in Bangkok 

Siam Commercial Bank, 
Thailand's fourth largest, is 
planning to more than dou- 
ble its registered capital 
from the current Bt4bn to 
BtlObn ($244m). 

It is the ninth of Thai- 
land’s 15 commercial hanks 
to announce a capital 
increase this year. But with 
minority shareholders and 
foreign investors wary about 
buying Into Thai ing t i t ntl rmg 
following the financia l crisis 
that has hit the country, 
only one capital increase Iras 
been successful 

Siam Commercial said it 
would offer a rights issue of 
127m new shares at Bt47 per 
share, a dramatic discount to 
Friday’s closing price of 
Bt7&50. 

Shareholders subscribing 
to the rights issue 
would also receive a free 
warrant. 

A further 50m shares will 
be offered at an undeter- 
mined price in a private 
placement to institutional 



King Bhumibol, a shareholder in Siam Commercial Bank 


investors, which have not 
been named. 

Analysts will watch 
closely bow the capital- 
raising exercise fores. At the 
end of June, 2&2 per cent of 
the bank was owned by the 
Crown Property Bureau, 
which is known to be 


adverse to cash calls, while 
3J> per cent was directly 
owned by King Bhumibol 
Adulyadgj. Princess Galyani 
and the Privy Purse. 

The Crown Property 
Bureau also may face a 
rights issue by Slam 
Cement, where it is a big 


shareholder. Slam Cement, 
facing at least Bt20bn in for- 
eign exchange losses in the 
third quarter, also owns 4. 5 
per cent of Siam Commercial 
Bank. 

The Ministry of Finance, 
which has agreed to be the 
buyer of last resort of a 
Btihn rights issue at Krung 
Thai Bank, owns 4 per cent 
of Slam Commercial. 

Siam Commercial said the 
capital increase would lift its 
capital adequacy ratio to 11 
per cent. It also said the 
move would complement the 
Bt70bn increase in the 
bank's deposits during the 
third quarter. Thai deposi- 
tors have been flocking to 
thw country's bigger hanks 
in the wake of the devalua- 
tion of the Thai baht. 

Analysts said that Siam 
Commercial also faced prob- 
lems at Dhana Slam, its 
finance company affiliate, 
which also needs new capi- 
tal. Merrill Lynch 
that the bank’s proportion of 
non-performing loans will 
more than double to 18 per 
cent by the end of next year. 


Third-quarter rise 
for Air Canada 


Nine-month profit 
fall at Czech bank 


By Scott Morrison 
in Vancouver 

Air Canada, the country's 
largest carrier, has reported 
third-quarter warnfag a up 21 
per cent to C$181m 
(US$l28m), its largest quar- 
terly profit, on strong pas- 
senger revenue growth for 
domestic and international 
routes. 

The airline said operat i ng 
revenues increased 17 per 
cent to C$1.62bn on the 
strong performance of its 
passenger, cargo and other 
business segments. Passen- 
ger revenues increased 16 
per cent to C$L36bn due to a 
10 per cent growth in avail- 
able seat miles. 

Domestic revenues rose 7 
per c ent, in spite of a slight 
drop in capacity, while inter- 
national passenger revenues, 
including services to the US, 
grew 24 per cent. 

The carrier said the coun- 
try’s . . strong .economy 
boosted third-quarter passen- 


ger traffic by ll per cent 
over last year. 

Canadian Airlines, the 
country’s second largest car- 
rier, recently repeated third- 
quarter net gamin gs up 24 
per cent to C$106m, the high- 
est quarterly profit in the 
corporation's history. 

Air Canada’s operating 
income reached a record 
C$284m, a 37 per cent 
increase year-on-year: Its 
17.5 per cent operating mar- 
gin showed a significant 2.5 
percentage point improve- 
ment and was one of the 
highest such marg ins among 
the big North American air- 
lines for the quarter. 

Net income nearly doubled 
to C$333m during the first 
nine months of 1997, from 
C$1 67m last time. 

Operating Income was 
C$352m, a C$147m improve- 
ment, in spite of four 
regional labour disruptions 
in the first quarter that 
reduced the total by an esti- 
mated $57m. 


By Robert Anderson 
in Prague 

Komercni Rank , the largest 
Czech bank, has suffered a 
63 per nent fall in unaudited 
net profits in the first nine 
months of this year to 
KcL82hn ($55.15m). 

The bank, whose 48.7 per 
cent state stake may soon be 
for sale, blamed the foil on 
slowing economic growth, 
the May c ur re n cy crisis and 
extensive flooding in July. 

Profits were hit by KcLSbn 
of unrealised losses on the 
bank’s securities portfolio 
since the rise in interest 
rates in May, and by a 
tighter market for loans. 
Interest income for the 
period to the end of Septem- 
ber fell 1J5 per cent to 
Kcl0.89m, compared with 
tihe first three-quarters of 
1996. 

“The outstanding growth 
of previous years [is] giving 
way to a period of stabilisa- 
tion characterised by a pol- 


icy of caution and strength- 
ening of provisions.” the 
bank said. 

Komercni is struggling to 
write off its portfolio of bad 
loans - the bulk of which Is 
accounted for by Kc55bn 
worth of loans for which no 
interest has been paid for a 
year. 

Of the Kc55bn of loans, 
only some Ecl7.9bn has been 
covered by provisions. Provi- 
sioning as a percentage of 
classified loans has fallen 
from 2&5 per cent at the half 
year to 2&9 per cent 

Capital adequacy at the 
quarter-end was 10.23 per 
cent using BIS methodology, 
down from 1083 per cent at 
the half-year stage. This will 
deteriorate fiirtber as the 
bank comes to grips with its 
bad loan portfolio. 

The cabinet will consider 
privatisation next week. 
Ivan Filip, finance minister , 
and the bank's managemen t 
favours a sale to . a group of 
foreign investors. 


Casino 
battle may 
extend to 
new year 

By David Owen in Paris and 
Emma Tucker in Brussels 

The battle for control of 
Casino, the French super- 
market group, may spill 
over into the new year, fol- 
lowing a decision by the 
Conseil des Marches Finan- 
ciers, the French stock mar- 
ket regulator, to postpone 
the closing dates of the rival 
bids until after an expected 
court ruling. 

The Conseil said the clos- 
ing date for the hostile offer 
by Promodfes, another 
retailer, would be January 
80, while a white-knight hid 
by its competitor Rallye 
would close on February 20. 

Meanwhile, the bid by 
Promodfes was approved by 
the European Commission 
after it judged the deal 
would not harm competition 
in the European Union's sin 
gle market outside France. 

“The Commission has 
found that even though the 
buying power of the new 
entity vis-A-vis its suppliers 
would be very significant in 
France, it wQl not threaten 
to create or reinforce a dom- 
inant position in the com- 
mon market,” it said. 

However, it referred part 
of the merger proposal back 
to the French competition 
authorities, believing they 
are in a better position to 
assess the impact of the deal 
in France. The French 
authorities have already 
estimated that a Promodfes- 
Caslno tie-up could lead to 
the creation or reinforce- 
ment of a dominant position 
in more than 50 local retail 
markets, including Paris. 

The change of closing 
dates for the rival bids will 
enable the Paris court of 
appeal to make a ruling on 
the offers while they are 
still outstanding. 

This ruling is expected on 
January 16. Promodfes last 
month filed a complaint 
arguing that Rallye had 
breached regulations by fail- 
ing to outbid a revised offer 
by Promodfes. Rallye imme- 
diately counter-sued on sev- 
eral grounds, including that 
Its bid was higher than that 
of its rivaL 


NEWS DIGEST 

Usinor to make 
statement today 

Usinor, the French steelmaking group, has promised to 
make an “important" announcement today following a 
week that saw its shares fall heavily on the Paris stock 
market 

Francis Mer. chairman, is to “address important devel- 
opments in the life of the company", the group said. The 
group's shares ended the week at FFr9580, unchanged on 
the day, but down 14 per cent from their price of 
FFr11180 at the end of the previous week. 

The company said in September it was considering 
opening talks on possible co-operation with Cockerill 
Samhre of Belgium, in a move that would mark a continu- 
ation of the process of consolidation among European 
steelmakers. 

“Our balance sheet can easily cope with a little more 
debt,” Mr Mer said at that time. “After our Spanish 
adventure, we are on the road again.” 

Usinor was the loser in the sale of a Spanish govern- 
ment stake in CorporaciOn de la Sidenirgica Integral to 
Arbed of Luxembourg. David Owen, Paris 

■ NATURAL RESOURCES 

Noranda earnings up 50% 

Noranda, the Canadian diversified natural resources 
group, has reported third-quarter net earnings up 50 per 
cent from last year to C$77m (US$55m) due to stronger 
prices for zinc, copper and aluminium. 

Operating earnings at the group's mining and metals 
unit more than tripled to C$74m in the third quarter, 
which the group attributed to higher metals prices, com- 
bined with improved margins and volumes at the metal- 
lurgical operations. 

Earnings from forestry products operations, however, 
dropped from C$22m to C$l4m as a result of lower prices 
for most products. Third-quarter oil and gas operating 
earnings were also down, from C$i4xn to C$9m, mainly 
due to lower prices. 

Noranda's third-quarter revenues advanced by 21 per 
cent to C$2. 7bn, while expenses jumped 20 per cent to 
C$2.6bn and cash-flow from operations increased 28 per 
cent to C$S60m. Earnings for the first nine months of 1997 
were C$197m. down from C$21 Bm the year before. 

Scott Morrison, Vancouver 

■ BREAKFAST CEREALS 

Higher global sales lift Kellogg 

Kellogg, the US breakfast cereal maker, said net income 
jumped 30 per cent in the third quarter as global sales vol- 
ume rose 11 per cent 

The nation’s largest breakfast cereal maker said earn- 
ings rose to 1207.2m, or 50 cents a share. In the quarter, 
including charges of $6.6m. or 2 cents a share. 

The result compared with $159.5m, or 38 cents a share, 
last time - which included charges of $2L3zn, or 5 cents a 
share. 

Excluding charges, Kellogg’s third-quarter results of 52 
cents a share beat analysts' average forecasts of 49 cents a 
share. Sales rose 7 per cent from $1.68bn to $L8bn. 

“We achieved strong third-quarter growth in cereal vol- 
ume in the United States and Latin America, and contin- 
ued double-digit volume growth from convenience foods,” 
Arnold Langbo, chairman, said. 

, Reuters, Battle Creek, Michigan 
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Total return fa loeal corrency to ao/tO/W 


The risks of deflation become clearer 


Last week's market turmoil 
ended with equity and bond 
markets only slightly 
changed. But there was a 
marked difference between 
the performance of the two 
categories of securities. 

Overall, the FT/S&P Actu- 
aries World index of equities 
is, in dollar terms, just 
under 3 per cent lower than 
it was a week ago. Its largest 
single component, the US. 
fell by the same amount. So 
did the Pacific ex Japan. 
Europe performed better, 
falling only l per cent 

These are not particularly 
encouraging figures, but 
they are much more hum- 
drum than the events of the 
week might have suggested. 

What is striking, however, 
is the contrast with fixed 
income markets. In the US, 
the yield on 10-year Treasury 


bonds dropped from 6 per 
cent to 5JB per cent. Yields 
fell in most other developed 
markets, too, except the UK, 
where the Emu effect was at 
work. 

Normally, such a bond 
market rally would also 
have helped equities. There 
are two possible reasons for 
the gap between the perfor- 
mance of the two markets, 
one more encouraging than 
the other. The more cheerful 
thought is that equity prices 
are merely adjusting them- 
selves slightly towards levels 
that offer better value. 

The more depressing 
thought is that the world 
may be entering a deflation- 
ary trap like that in which 
Japan has been ensnared for 
most of the 1990s. In such 
circumstances, equity prices 
are depressed and interest 
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Mitsubishi 
looks to 
weak yen 
for comfort 

Mitsubishi Motors of Japan 
is expected on Friday to 
report parent pre-tax profit 
fix 1 the first half to Septem- 
ber of Y17bn-Y21bn ($139m- 
$173m), compared with 
YZl^bn last time. 

Analysts say the key issue 
is the extent to which the 
yen's fall helped to offset 
weak domestic sales. 

■ ELM Royal Dutch Air- 
lines Is expected tomorrow 
to announce net profit before 
exceptional of FI 321m- 
F1 420m ($162m-$212m) in the 
second quarter to September 
up from FI 258m a year ear- 
ner. 


The forecasts exclude 
expected extraordinary gains 
from the phased sale of 
KLMTs shares in Northwest 
Airlines of the US, the first 
tranche of which brought in 
proceeds of FI 324m out of a 
total expected FI L17bn. 

Total fuel costs wiR rise 
slightly because of higher 
consumption, with the drop 
in fuel prices offset by the 
dollar’s appreciation. Wage 
costs will rise because mare 
staff are needed to deal with 
increased passenger traffic. 

Nonetheless, ELM’S oper- 
ating margin should widen 
to 13 per cent in the second 
quarter (&4 per cant). 

■ British Airways’ interim 
results on Wednesday are 
expected to show pre-tax 
profits of £390m- £42 0m 
($647m-$697m), against 
£470m last time. 

The drop is the result of 
ih*> strength of sterling and 
the £125m cost of BA's cabin 


rates fall to historic lows. 
Japan was at It again last 
week. Equities fell nearly 4 
per cent, to a level 30 per 
cent below the dollar index's 
52-week high. Yields on the 
long bond have fallen a 
quarter of a percentage point 
in the past month, to just 
under ZS per cent 

The thought that deflation 
may perhaps spread west 
doubtless lies behind the 
poor performance of such 
classic inflationary hedges 
as gold mining and real 
estate stocks. On the Morgan 
Stanley na pHal TnternaHnnaT 
indices, they are the two 
worst performing global sec- 
tors over the past month. 

Investment bank econo- 
mists have spent much of 
the past week rebutting the 
“global deflation” thesis. 
There Is enough expansion- 


crew strike in the summer. 
Analysts will want news of 
progress on the planned alli- 
ance with American Air- 
lines, which is bong exam- 
ined by regulators in 
Brussels and Washington. 

■ Marks and Spencer 
reports interim pre-tax prof- 
its tomorrow, forecast at 
between £460m and £480m. 
Questions will be asked 
about the group’s plans for 
home shopping, progress on 
the stores acquired from 
Litttewoods and the impact 
of foreign exchange move- 
ments on profits. 

■ Thames Water reports 
interims tomorrow. SBC 
Warburg is expecting pretax 
profits of £195m (£l88m), 
earnings per share before 
exceptionals of 43£p (37Bp), 
and a 12 per cent rise in the 
dividend to 12jSp. 

The market will be looking 
for an assessment of the cost 


ary impetus in the world 
economy, they argue, to off- 
set any contractionary pres- 
sures from the crisis in parts 
of Asia. Indeed, the setback 
to the emerging markets of 
the Pacific rim is seen as 
helpful to medium term 
growth elsewhere, because it 
eases inflationary pressures 
in the developed economies 
and allows interest rates to 
stay lower for longer than 
would otherwise be the case. 

That may be true at the 
aggregate level. But in indi- 
vidual industrial sectors, the 
deflationary threat is more 
potent. The economists at 
Goldman Sachs in London 
are not worried about the 
risks of global deflation, 
partly because they expect 
inflati on to continue In ser- 
vice industries white remain- 
ing subdued in wiami fa H u r . 


tn g. “it is quite possible to 
envisage a situation In 
which goods prices actually 
decline,” writes Gavyn 
Davies of Goldman, “but 
consumer prices rise overall 
about 2 per cent per year. 
Indeed, that has been pre- 
cisely the situation this 
year." 

The performance of indi- 
vidual sectors of the global 
- equity market bears out this 
divergence of expectations. 
Over the past month, the 
worst-performing sectors are 
those most vulnerable to the 
crisis in parts of Asia. 
Among them are raw materi- 
als companies (metals, forest 
products, other materials) 
which will suffer from a 
downturn in demand from 
the region’s factories. Other 
sufferers are companies that 
compete with Asian output. 


in such industries as elec- 
tronics and cars. With deval- 
ued currencies and collaps- 
ing domestic demand, Asian 
factories will be more 
aggressive international 
competitors. 

Only one global sector is 
ahead over the past mouth - 
energy equipment and ser- 
vices. Others which have 
done less badly than most 
are those deflation-resistant, 
domestically oriented service 
industries highlighted by 
Goldman Sachs: broadcast- 
ing. health care, transport, 
insurance, leisure, financial 
services, telecoms, utilities. 

There is an implicit global- 
isation theme here. Compa- 
nies which can be expected 
to prosper in the new era of 
diminishing barriers are 
those with inherent protec- 
tion. They include those 
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of complying with the regu- 
lator’s tough leakage reduc- 
tion targets, as Thames has 
the highest leakage rate in 
the sector. 

■ Whitbread, the brewing 
and leisure group, opens the 
winter results season for 
pubs and brewers on 
Wednesday. Pre-tax profits 


l6li«.ifilii.felirTnii»Lltn»»irify 

nillliiSl 


for the first haW will rocket 
to £L96m, 10 per cent up on 
last year’s £177fim. 

David Thomas will be 
presenting his first set of 
results as chief executive 

■ Scottish Power, the Glas- 
gow-based multi-utility, is 
expected on Wednesday to 
report a 40 per cent rise in 


interim, pre-tax profits to 
about £235m. 

The result wfll be flattered 
by a full half-year contribu- 
tion from Southern Water 
which was consolidated for 
only part of the previous cor- 
responding period. An 
interim dividend of about 
6.7p, up 8.6 per cent, is 
expected. 

■ Mercury Asset Manage- 
ment, the UK's largest pen- 
sion fund manager, reports 
interim results on Thursday. 
Analysts will be interested 
in the group's internat ional 
business after it grew 
strongly in Germany and 
Japan last year. 

Fluctuating performance 
earlier this year is unlikely 
to have significantly dented 
new business, which Is 
expected to be about £3bn- 
£4bn. 

Pretax profits of between 
£85m and £95m are forecast 
for the six months to Sep- 


with strong global brands, 
which did so well earlier in 
the year; and businesses in 
sectors less exposed to cross- 
border competition such as 
services. 

So even though the econo- 
mists are probably right, and 
deflation is not a threat at 
an aggregate level, it 
remains so at the level of 
some individual industries. 
The overall surge in equity 
prices in recent years has 


tember 30, up from £8 1.8m 
last time. 

■ Royal & Sim Alliance is 
expected on Thursday to 
report nine months operat- 
ing profits of £719m to 
£745m. Formed by the 
merger of two composite 
insurers in 1996, it lias not 
yet published a pro forma 
year ago comparison. 

Analysts say several one- 
off events, from flooding in 
Scotland and damage to 
homes on the Caribbean 
island of Montserrat, are 
likely to have limited any 
improvement. 

Some analysts think that 
management roles are not 
well enough defined. The 
group has both a chief exec- 
utive and a deputy executive 
chairman. 

■ Boots is expected to turn 
in pre-tax profits of between 
£2 45m and £250m at its 
interim results an Thursday, 


ignored such fine distinc- 
tions. just as Monday's set- 
back in prices punished the 
good along with the bad, the 
exposed together with the 
protected. Over the long run. 
however, the differences will 
emerge more clearly. The 
overall level of worid equity 
prices may look little differ- 
ent at Friday’s close, than at 
the close of the previous 
week's trading. But the risks 
are Clearer . 


against last year's £236 m. 

The figures wfll have been 
held back by a number of 
exceptionals. such as £16m 
interest on the payment of 
the special dividend. Atten- 
tion will be focused on the 
underlying sales at Boots the 
Chemists. 

■ Unilever is expected to 
report flat third-quarter pre- 
tax profits of £814m on Fri- 
day . The figures will break 
out the contribution made 
last year by the speciality 
chemicals business, sold to 
ICI in May for fi-LSbn. 

Operating profit on the 
continuing businesses is 
expected to show healthy 
growth, with continuing 
improvements in European 
margins. 

The fine summer in 
Europe will have boosted ice 
cream sales, adding signifi- 
cantly to profits in a busi- 
ness with largely fixed over- 
heads. 
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Offerings in a gyrating market 


Despite last week's stock 
market gyrations, the mar- 
ket for new equity offerings 
remains surprisingly robust 

Aside from the decision by 
Volkswagen, the German car 
maker, to delay its rights 
issue, there were no other 
postponements of large offer- 
ings, while the pace of US 
initial public offerings (IPOs) 
showed little sign of slowing 
down. 

An Indication that the 
European privatisation mar- 
ket remained relatively 
unscathed by the turmoil 
came with the decision by 
the Portuguese government 
to proceed with the sell-off of 
Brisa, a motorway operator. 

It announced an indicative 
price of from ES4.100 to 
Es5,000 (£14.33 to £17.48) a 
share - a range that leaves 
plenty of scope for market 
volatility - for its planned 
sale of up to 30 per cent of 
the company. 

Austria’s state privatisa- 
tion agency set a final price 
of Sch505 (£25) per share for 


the sale of 44 per cent of 
Austria .Tabak, raising about 
|39Qm (£235m). 

Bankers said there was 
strong domestic retail inter- 
est in the issue but noted 
that it was cautiously priced, . 
in the lower half of the indic- 
ative range of between 
Sch475 and Sch550. 

A secondary offering of 
shares in OTP, a Hungarian 
savings bank, was also suc- 
cessfully placed last week, in 
tbe teeth of the turmoil, 
although shares dipped 
about 10 per cent in the 
immediate aftermath of the 
issue. 

Meanwhile, two other big 
state seD-offi - of telecoms 
groups Telstra of Australia 
and Matav of Hungary - 
remain on track. Matav 
be considered unfortunate to 
have unveiled its flotation 
and price range just before 
the markets began to falter. 
Its roadshow will test the 
remaining appetite of inves- 
tors for telecoms issues in 
what has been an exception- 


ally heavy few weeks for 
new stock from that sector. 

Bankers said the success 
of new Issues in these more 
difficult markets rested on 
pricing.. They noted that 
institutions remain cash 
rich, and that these inves- 
tors might be bargain hunt- 
ing if markets settled down. 

In other words, it is now a 
buyer's market, having been 
a seller’s paradise for much 
of 1997. What remains to be 
tested is the appetite of 
investors for new issues 
between now and the end of 
what, up to last week, had 
been an exceptional year for 
capital raising. 

An Intriguing aspect of the 
stock market jitters is the 
effect it will have an. retail 
demand, which haw played a 
key role In boosting Euro- 
pean issues this year. If the 
interest in Tabak, and espe- 
cially in Telstra, is a guide, 
ordinary investors may be 
willing to persevere where 
they spot a bargain. 

However, some equity syn- 


dicate officials doubt 
whether retail interest will 
stand up if markets do not 
settle down. “Sensibly, one 
should be targeting more at 
institutions rather than 
retail in markets like this,” 
one official cautioned. 

What if the Institutions 
are unwilling to buy? What 
issuers and advisers want to 
avoid in a difficult market is 
a situation where the syndi- 
cate is left with shares they 
would have difficulty selling. 

That is understood to lie 
behind Volkswagen's deci- 
sion to postpone its rights 
issue, after its shares 
plunged well below the 
rights price of Dml.010 
(£353). Syndicate members 
said there was pressure from 
underwriters for Deutsche 
Morgan Grenfell and Dresd- 
ner Kleinwort Benson to 
move to prevent a flop. 

“We were all feeling a 
little exposed - there was 
very little chance of a rights 
issue succeeding in this mar- 
ket,’’ one banka- said. 


The Financial Times plans to publish a Survey on 


Indonesia 


on Monday November 24 


For more information, please contact: 
Jenny Middleton 
Tel: +44 171 873 3794 
Fax: +44 171 873 3204 
or Brigttte McAlmden In Hong Kong 
Tel: +852 2 905 5554 
Fax: +852 2 537 3211 
or your usual Financial Times representative 
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PRODUCT DEMONSTRATION. 

& was the greatest single day of trading. It was also the greatest test of our NonStop Himalaya systems. These scalable enterprise systems, from 
our subsidiary Tandem, handle every trade for the New York Stock Exchange, NASDAQ, and the Hong Kong, Paris and London markets. 
No matter what your information needs are today — or could be tomorrow — doesn't your business demand the same rock solid reliability? 
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This Week 


FRANlQFURT By Andrew Fisher 


TOKYOByBethan HuttcmS^| 




Last week’s stock market 
correction appears to have 
delayed the need for a rise in 
US interest rates but it 
remains to be seen whether 
the Treasury market’s 
popularity as a safe haven 
continues. Bond traders will 
be watching to see whether 
Treasuries continue to trade 
Inversely to equities. 

Analysts have differing 
views of the longer-term 
impact of last week's stock 
market correction, and the 
weakness in Asian markets. 

Philip Braverman of DKB 
Securities says: “A firming 
[at the November 12 FOMC 
meeting] is virtually 
precluded by the US 
stock-market drop and 
adverse emerging market 
developments. Hie next Fed 
move is likely to be an 
easing some time nest year." 
Mr Braverman believes the 
weaker US stock market will 
prompt H a marked slowdown 
in US economic growth, 
promising even lower 
inflation and lower bond 
yields”. 

However. Robert 
DiClemente of Salom o n 
Brothers does not believe the 
financial market 
developments of the last 
week have let the Federal 
Reserve off the hook, 
observing that Fed chairman 
Alan Greenspan "took only a 
small step back from the 
hawkish sentiment he 
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expressed a few weeks ago”. 

He thinks strong domestic 
economic data may rule out 
further rallies, even if 
“near-term steady policy, 
combined with the 
anticipation of eventual drag 
from overseas and 
diminishing bond supplies 
may anchor US bond yields 
in current ranges near 6 per 
cent”. 

Key indicators this week 
are due on Friday, when 
October jobs data and 
consumer credit numbers 
are released. 


There is no secret about 
what traders in London will 
be hoping for this week; a bit 
of peace and quiet The 
recent turmoil and whipsaw 
market movements have 
been enough to unnerve the 
calmest of investors. 

The UK Is scarcely the 

centre of the storm; its 
economy is reasonably 
sound and its equity market 
did not look the most 
exposed. But it has been 
battered by Wall Street to 
the west and Asia to the 
east, and there has been do 
escape. 

The main domestic focus 
this week will be the Bank of 
England monetary policy 
committee decision on 
interest rates, which will be 
announced on Thursday. 

Three months ago, the 
consensus view was 
probably that rates would 
rise this month, but the 
stock market turbulence and 
signs of slower consumer 
spending have prompted 
some doubts. Nevertheless, 
short sterling futures are 
pointing to one mare 
quarter-point rise this year. 

Helping the committee in 
its deliberations wiD be 
figures on MO money supply, 
consumer credit the 
purchasing managers index 
and industrial production. 
The September consumer 
credit numbers are expected 
to be particularly weak. 
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because of the effect of shop 
closures on the day of the 
Princess of Wales's funeral. 

Corporate results have 
almost been forgotten in the 
market mayhem but there 
are important figures this 
week from Associated 
British Foods. Boots, BP, 
British Airways, Marks & 
Spencer, Mercury Asset 
Management. Royal & Sun 
Alliance. Shell, Unilever and 
Whitbread. Their views on 
the economy, the strength of 
sterling and the Asian crisis 
will be closely watched. 


The German, stock market 
recovered some of its nerve 
at the end of last week, but 
few traders are betting that . 
the volatile time* are over. 
Even though both Wall 
Street and Hong Kong were 
looking less battered on 
Friday, the mood on world 
financial markets wiB take 
time to settle. 

The German DAX index of 
blue chips ended marginally 
higher on Friday in 
electronic trading at 3.753.66. 
This still leaves it nearly 30 
per cent up on the year, in 
spite of the decline in recent 
weeks. Analysts have now 
scaled back their estimates 
of where the DAX will be in 
a few months, 

Hypo-Research expects a 
consolidation between 2,500 
and 3.700 if the Asian 
markets remain relatively 
calm after the latest root. 

The 4,000 level, already 
exceeded in the market 
euphoria earlier this year, 
should t. h*»n a gain he in 

sight. 

Gerhard Eberetadt, 
director of Dresdner Bank, 
said the DAX should be able 
to achieve 4,000 points in the 
first quarter of 1998. 
Developments in Asia had 
not altered the generally 
positive outlook for the 
world economy, he added. 

The German economy was 
also in good shape, in spite 
of the slow pace of reform. 
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The main German 
economic indicators due to 
be released this week are 
October unemployment 
figures, which are expected 
to remain stuck at a national 
rate of 112 per cent, and 
September order inflow and 
industrial production data, 
both of which are seen likely 
to rise. 

Cknnmerzbank will report 
its nine-month figures to 
dose a bank reporting 
season which has seen 
sizeable profit increases for 
the period. 


Japan’s tradere have the day 
off today, but it is unlikely 
they will be able to relax 
fully with other world 
markets open. 

Market turbulence from all 
sides rocked Japanese 
markets last week, and there 
was little good news at home 
to turn the tide. The Nikkei 
index tested the 16.000 
support level on Friday 
mnming . and is unlikely to 
move into much safer 
territory this week. 

The yield on the key 
10-year government bond 
slipped from 2.282 per cent to 
2JJ51 per cent over the 
course of last week - after 
considerable fluctuations 
along the way. With 
substantial improvement in 
the state of the stock market 
unlikely thfc week, bond 
yields could continue to set 
new lows. 

The main agenda for both 
stock and bond markets will 
probably continue to be set 
by world markets this week, 
with domestic factors 
playing a role on the 
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Prono un cements from the 
government on the economy 
have become incrementally 
gloomier over the past week, 
with added concern voiced 
by the Ministry of 
International Trade and 
Industry about the impact of 
falling markets in south-east 
Asia on Japanese corporate 
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performance and the 
domestic economy. 

Depressed consumer 
spending in the wake of 
April’s consumption tax 
increase Is still one of the 
main dampening factors on 
corporate earnings and the 
economy in general, so the 
markets will be watching 
Tuesday's release of the 
household consumption 
survey for September for 
any signs of a better trend. 
They are unlikely to see 
thom- the consensus forecast 
is for a farther decline. 


OTHER MARKETS Compiled by Jeffrey Brown 


HONG KONG 

Further volatility is expected 
this week, with China plays 
continuing to make some of 
the healthiest gains in a 
choppy trading environment, 
writes Lome Lucca in Hang 
Kang. The Hang Seng index 
finished a rollercoaster week 
4.7 per cent lower after 
notching up one of its worst 
days on record with a 19 per 
cent fall on Wednesday. 

Both H-shares and red 
chips were strong on Friday 
and are expected to remain 
so this week. An interest 
rate cut in China was largely 
ignored by the market, then 
in the grip of currency- 
inspired turmoil, and bro- 
kers said investors were now 
factoring it in. 

China plays also suffered 
some of the biggest losses in 
the downturn, and helping 
the rebound is a reported 
influx of mainland money. 

Also likely to be in favour 
are defensive plays such as 
utilities. Hongkong Telecom, 
which announces its interim 
results on Friday, will be 
closely watched. 

Investors are likely to 
remain cautious about the 


property and banking sec- 
tors. which dominate the 
blue chips. These have suf- 
fered the most since interest 
rates were raised earlier this 
month, and investors are 
looking for a swift return to 
lower loan rates before plac- 
ing big buy orders. 

The resistance level on the 
Hang Seng index, which 
closed on Friday at 10,623.78, 
is seen at 11,000. 

PARIS 

French equities ended a net 
5.8 per cent lower after a 
week of fairly wild 
day-to-day swings for the 
CAC 40 index. Volume was 
high by recent standards, 
but the business was largely 
intra-market. 

Wall Street and Asia are 
expected to continue to set 
the tone, although as the 
Paris bourse closed on Fri- 
day the lack of a break- 
through in the truck drivers 
dispute had injected a worry- 
ing domestic niggle into 
investor sentiment 

Good reports last week 
from Axa-UAP and Generate 
des Eaux kept the flow of 
company results upbeat. 


CROSS BORDER M&A DEALS 


BJDDER/MVECTOR 
Ameritech (US) 

BAe (UK) 


Tele Danmark (Dk) 

Units of Siemens 
(Germany) 


Kredfetbank Lux (Belg) Banco Urqufo (Spain) 
CarMner bid (US) Visual Action (UK) 

Berkshire Partners (US) Unit of Perrtfand (UK) 


Koc (TuriceyJ/Peabody 
(USJ/NRG (US) 

ERS (US) 


Kangal (Turkey) 


Telepanel (Canada) 


Procter & Gamble (US) Ssangyong (S Korea) 


ABF (UK) 
ABF (UK) 


Guarrgxi Bo Hua (China) 
GUnoJecfc (Poland) 


Defence 

electronics 

Banking 

Communication 

services 

Electrical 

accessories 


Retafl Services 
Consumer 
Food 
Food 


Although this week’s busi- 
ness confidence index may 
prove a shade less stimulat- 
ing than recent numbers, 
brokers see little reason to 
doubt the fundamental sup- 
port base for share prices. 

AMSTERDAM 

Local diversions to the 
upheaval in global equity 
markets may emerge for 
Dutch investors this week, 
with three components of 
the AEX index set to unveil 
quarterly results. Bumper 
numbers are widely expected 
when KLM reports tomorrow 
and there should be useflil 
signals on Thursday and Fri- 
day from Royal Dutch and 
Unilever respectively. 

The AEX index fell a net 
3.3 per cent last week, so 
Dutch equities could do with 
some good news. Strong 
trading, positive currency 
factors and integration bene- 
fits are seen as providing 
KLM with high-flying sec- 
ond-quarter figures. 

Oil sector enthusiasts will 
be hoping for stranger down- 
stream and chemical mar- 
gins to offset lower oil prices 
at Royal Dutch. 


COMMENT 

Taking 40% 

Defence 

consolidates 


Mixed fortunes in Asia from El Nino 


Australian grain farmers are 
fa Tiring- of their miraculous 
escape from the worst rav- 
ages of the El Nino weather 
pattern; but those elsewhere 
in the southern hemisphere 
tell a different story, as dele- 
gates to a conference to dis- 
cuss El Nifio, scheduled to 
start in Manila on Thursday, 
will learn. 

Unusually high tempera- 
tures in the Pacific ocean, 
linked by meteorologists to 
large-scale global climate 

i rx-'tue-xf-.'ans 


disruptions, are the essence 
of an El Nino. This year's is 
set to be the biggest since 
that of 1982-83, which caused 
around $13bn of damage. 

If Australian farmers have 
eluded disaster, others in 
Asia have been less fortu- 
nate. The many soft com- 
modity disruptions being 
blamed on El Nifio in clude- 
• A 40-50 per cent collapse 
in the forecast 120,000 tonnes 
for this year's Malaysian 
cocoa production, according 


to the Cocoa Board; a 2-2 per 
ppnt drop in Malaysia's palm 
oil production, to 8.8m 
tonnes; and 60,000 fewer 
tonnes of natural rubber. 

• Fish oil prices have 
recently soared in Europe, to 
as much as (620 a tonne, 
compared with (475 a tonne 
a year ago and a 10-year 
average to October of (350 a 
tonne. Key producers such 
as Chile and Fan have been 
badly affected by the higher 
ocean temperatures, and 


their combined fishmeal 
stocks were at a seven-year 
low of 205,000 tonnes. 

• The National Food 
Authority in the Philippines 
has been sanctioned to 
import 850,000 tonnes of rice 
in 1998 as buffer stocks; 
annulled rice harvest fore- 
casts in the country have 
been reduced from 11.9m 
tonnes to about 11.4m 
tonnes, although that is 
likely to be even further 
reduced in the run-up to 


Christmas, normally the 
peak time for El Nifio 
events. 

• More than 1.12m hectares 
of crops have been damaged 
in Thailand, particularly 
sugar and rice; estimates for 
the 1998 second rice crop 
have been reduced by 38 per 
cent, to 2£m tonnes. 

• Perhaps the most severe 
impact is being felt in Indon- 
esia, which feces a 40 per 
cent drop in production of 
robusta coffee beans. 
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Prayers go up for a rebound on Wall St 


Foreign exchange traders 
start this week as spectators. 
Moves in currencies are 
likely to follow events in the 
stock markets. 

Last week the plunge in 
Wall Street dragged the dol- 
lar down more than 5 pfen- 
nigs against the D-Mark. 
Going into this week, jitters 
remain. If sentiment towards 
Wall Street weakens and 
capital inflows into the US 
shrink, the country's current 
account deficit would rise 
and the dollar would suffer. 


The dollar was far from 
being the only victim of the 
turmoil in equities. Several 
emerging markets curren- 
cies enter this week stricken. 
The Thai baht ended Friday 
at a record low of Bt40.00/50 
to the dollar, as the market 
started losing patience with 
Thailand’s inability to come 
up with an economic rescue 
package. 

The Greek drachma has 
come under attack, as specu- 
lators try to force its devalu- 
ation. The Thai and Greek 


authorities will be praying 
for a bounce in Wall Street 
this week, as that could 'calm 
global fears about other 
high-yielding assets. 

But perhaps the biggest 
battle of the week will take 
place in Brazfl. The country 
has come under pressure to 
devalue the real, widely seen 
as overvalued. Brazilian 
stocks plunged last week. 

Carlos Menem, president 
of Argentina, is confident 
that Brazil will pull through. 
He reported a telephone call 


from^ Fernanclo Henrique 
Cardoso, president of Brazil, 
who told him: “Carlos, we 
have no doubts about this. If 
we devalue, then you’ll have 
to devalue and who knows 
where we will end up?" 

Mr Cardoso will do his 
best to ride out the attacks 
on Brazilian . stocks. But he 
too will be keeping his fin- 
gers crossed for a recovery 
in Wall Street 

Economic data will be of 
secondary Importance this 
week. However, the US non- 


farms payrolls data never 
pass unnoticed. 

Figures for October, due 
on Friday, are forecast to 
show a rise of more than 
200.000. The National Associ- 
ation of Purchasing Manag- 
ers' index for October, 
released today, should also 
show a strong reading. 

The Bank of England’s 
monetary policy committee 
meets on Wednesday and 
Thursday. Few see it daring 
to test the markets' nerves 
by lifting interest rates. 


FT GUIDE TO WORLD CURRENCIES 


Buyer's largest 


$1 73.5m Non-core 


Privatisation 

buy 

Merger pirns 
Control planned 
Joint venture 
Initial 4196 
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The Bandfomein Estates 
Gold Mining Company 
Witwatersrand, Limited 

fhxnpniol m die 
Rrpuhlk iif SMtfa AIrkal 
ife-KtarMinn number IS tresi -OKI 

GENERAL MEETING 

A general meeting 10 approve ihc 
acquisition by The Randfunrrin 
Estate* Gold Mining Company. 
Wtanucmnd, Limited of Western 
Areas North Division wil be hdd ai 
the registered office. Consolidated 
Building. Comer Fas and Harrison 
Streets, Johannesburg on Monday, 
2-1 November 1097 at IflhOO. 

Holden of share warrants to 
bearer may obtain copies of the 
circular detailing (he acquisition 
from Ihc London Secretaries, JC1 
(London) Limited, 6 St James’s 
Place, London SWLA 1NP. 

JQ (London) Limited 
London Secretaries 
3 November 1997 


Marine Tech. Limited 
Covered Warrants 
to purchase shares of common stock of 

ZUKENINC. 

issued with U.S.S7 1,500,000 2 5/8 per cent. 
Guaranteed Notes doe 1999 

“Revision of the Purchase Price” 

Notice is hereby given that poignant to Condhka 2.) of die Terms and 
Goodutocs of the Worrams set om in the Fust Schedule to the hutrament 
dated 18th October, 1996 constituting the captioned oovacdininiiB (the 
* Warranty), die Purchase Price for (he Warrants shall be revised 
downward asfoEow*. 

Prado* Price before revision: ¥1,907 per Shut 
Purchase Price after revision: ¥1.526 per Share 

Effective date or the misioit 21stNovembe^l99? 

(Japan time) 

Marine Tech. Limited 
Cayman Islands 

By: Moran Guaranty Host Company of New York, 

Lendoo Office 
Principal Paying Agent 

Dated; 3rd Numniin, 1977 
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IN A CHANGING WORLD ROYAL MAIL HLLPS YOL-R 
BUSINESS BECOME FIRST RATE - WE ALL RESPOND TO A LETTER 
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Yield spreads 
of bonds to 


equities widen 


Last weds was sobering for 
those who th might that the 
investor base in emerging 
market debt bad become 
more sophisticated. 

Proponents of this view 
argued that the wave of 
indiscriminate sening during 
the Mexican tequila crisis in 

late 1994 and early 1995 was 

unlikely to happen again an 
the same scale. 

But this is exactly what 
happened. Bond prices 
dropped by an average of 
about 25 per cent last week 
while JP. Morgan’s index of 
emerging market spreads 
widened to more than 600 
basis points from a recent 
low of 336 points. This oblit- 
erated the gains of the last 
12 months. 

Others, however, argue 
that the e mer gin g markets’ 
lack of sophistication was 
obvious to anyone who cared 
to stop and cnntpmpia t e the 
relentless tightening of 
spreads during the first six 
months of this year. 

“Look,” said one retrospec- 
tively incredulous fund man- 
ager, “we were snapping up 
the Republic Of Kazakhstan 
at a spread of 250 basis 
points over US Treasury 
bonds. To a certain’ extent 
we are all victims of our own 
propaganda.” 

Many investors, therefore, 
see last week's sell-off as a 
necessary period of bloodlet- 
ting following the over- 
exuberance of the past 18 
months. Primary market 
spreads of less than 200 basis 
points on some Latin Ameri- 
can corporate bonds simply 
did not reflect the risk that 
investors were being asked 
to take, say analysts. 

Now that these same cor- 
porates are trading at 
spreads of between 500 and 
700 basis points over Trea- 
suries, does the market offer 
fairer value? 


“If you are prepared to 
take a long-term view than 
there are some real bargains 
around,’* said Marie Evans, 
president of Montpellier 
Asset Management in Bos- 
ton. “But for the short-term 
investor, it Is probably going 
to take some months before 
we see a genuine rally.” 

Part of the problem is that 
new investors have been 
scared off by the volatility of 
the last few days. 

Many insurance funds and 
global bond funds had only 
come to the ^ngf gtn g mar- 
ket sector in the aftermath 
of the Mexican devaluation 
crisis. For them, recent 
events have come as a genu- 
ine ahnrfc. 

“The philosophy was; The 
more risk you take the bet- 
ter you perform,” Lin- 
coln Rathnam. president of 
S cho oner Asset Manag ement 
in Boston. “It was the strat- 
egy which worked in any 
market you looked at” 

Until, of course, the mar - 
ket felL Mr Evans said that 
last week's downturn was 
exacerbated by the fact that 
many emerging market 
investors were too highly 
leveraged. 

“•The psychology of the 
emerging bond market is 
every fait as extreme as it 
used to be,” said Mr Evans. 
“We gear ourselves like a 
bond market but we behave 
like an equity market” 

Far a week or so emerging 
market paper , even appeared 
to be tracking the equity 
markets tick for tick. 

If the New York Stock 
Exchange was closed, emerg- 
ing market bonds would 
track the S&P future con- 
tract When the Dow Janes 
Industrial Average index 
fell , emerging markets bonds 
fen and vice versa. 

By the end of last week, 
however, it. was apparent 







that th?« linic iind weakened. 
Average spreads, as mea- 
sured by the JP. Morgan 
index, continued to widen 
even as the Dow Jones 
appeared to be hitting a 
plateau. 

"Emerging market bonds 
seem to have decoupled from 
US equities," said Helene 
Williamson, director at For- 
eign & Colonial emerging 
markets in London. “Every- 
one is now looking at Brazil 
to see if it is the next target 
in the fi r in g line." 

Robin Hubbard, director of 
emerging market research at 

Chase Manhattan In London, 
warned that a “potential 
source of concern would be a 
general withdrawal of funds 
from those countries which 
are most dependent on capi- 
tal inflows". 

Brazil is (me example. Its 
widening current account 
deficit and the slow pace of 
economic reform have 
suggested to many that it is 
the obvious next target for a 
currency attack. 

It is hardly surprising, 
therefore, that Brazil's 30- 
year sovereign bond widened 
to a spread of over 700 basis 
points last Friday. “If Brazil 
is hit, then we could see a 
prolongation of this situa- 
tion," said Mr Rathnam. “If 
not,, then it makes sense to 
buy the stranger credits." 

“Brazil is still facing some 
painful liquidity problems," 
-said a s enior emerg in g mar- 
ket trader in New York. “We 
have probably not touched 
the bottom yet, but when 
spreads have widened from 
300 to 700 basis points, you 
have to take the view that 
some reassessment of risk 
has been priced in." 

He also said the authori- 
ties were handling tha crisis 


with determination. “The 
amount of foreign currency 
reserves they have spent to 
riafonH the currency is rela- 
tively bruited.” he added. 

One hedge fund manager 
in New York also expressed 
optimism. “There could be 
more volatility in the s hort 
term, of course,” he said. 
“But the market looks prom- 
ising in the long term. If you 
take a long-term view, like 
we do, then this is a buying 
opportunity." 

Chase Manhattan's’ Mr 
Hubbard said: “Past experi- 
ence has shown that once 
the crisis passed, inves- 
tors return quickly.” 

Weaker credits, however, 
could take longer to recover. 
Analysts believe the best 
short-term bets remain coun- 
tries with the soundest fun- 
damentals. Venezuela’s 30- 
year dollar bond, for exam- 
ple, was trading at a spread 
of just 470 basis points over 
Treasuries on Friday. 

In contrast with Brazil. 
Venezuela has a current 
account surplus. There are 
signs that the market is 
becoming discriminate 

a gain ," said Ms Williamson 
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Australia and New Zealand 
>up Limited 


Aaomdisn Company Nwnfo-005 357 522 
Clncorpon ae dwthBraaedhifeefay githeSrateqfViapria. Australia) 

U.S. $300,000,000 
Perpetual Capital Floating Rate Notes 

For dw six months 3 let October, 1997 to 30th April, 1998 the 
Notes will cany an interest rais of 5.99375% per annum with an 
amouxs interest U.S. $301 J5 per U.S. $10^)00 Noe; ami U.S. 
$7333^1 per U.S. $250000 Note, payable on 30th April, 1 998. 

Lined on the Luxembourg Stock Exchange. 


Bankers Trust 
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Brazil tops volatility league 


Since stocks in Hong Kong 
collapsed an October 23, the 
Sio Paulo stock exchange 
(Bo vespa) has demonstrated 

its familiar emnhfrnatinn of 

extreme sensitivity to over- 
seas events and innate jit- 
teriness over local condi- 
tions by beating the world in 
volatility. 

The Bovespa index fell 24^> 
per emt in the fiist three 
days of the crisis, rallied 6.4 
per cent last Tuesday, fell 6 
per cent an Wednesday and 
92$ per cent on Thursday. It 
rallied again on Friday, ris- 
ing 1.5 per cent, bringing its 
total fall since the crisis 
began to 30.6 per cent 

In part such exhausting 
volatility reflects the Brazil- 
ian exchange's increased 
vulnerability to movements 
on overseas markets follow- 
ing the relaxation of restric- 
tions on capital flows in 
recent years. 

This effect was clear from 
the impact of international 
investors selling in Brazil - 
Latin America's most liquid 
market - to cover losses in 
Asia. 

Domestic factors also 
played a part One aggrava- 
tion is Brazil’s current 
account deficit, which has 
swollen to 4J1 per cent of 
gross domestic product The 
government has faced persis- 
tent resistance in Congress 
to measures designed to 
taririp both fofa problem and 
a stubborn budget deficit 

In addition, many econo- 
mists argue that the Brazil- 
ian real is overvalued and 
have warned of its vulnera- 
bility to speculative attack. 
Early last week, the signs 
were that speculators seek- 
ing fresh targets outside 
Asia had turned to Brazil 

This was more than 
enough to drive prices down, 
but the root was exacerbated 
by rumours that aggressive 
local institutions were facing 
liquidity difficulties after a 
rash of margin calls. 

To inject liquidity into the 
financial system, the central 
bank bought back domestic 
treasury issues and. insiders 
say, persuaded big, conserva- 
tive retail banka to lenri to 
these in trouble. 

To defend the real, the 
central bank first used an 
estimated $8bn to $7bn from 
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its foreign cunency reserves 
of $60bn. Then, in what it 
termed a “short-term, emer- 
gency measure" taken on 
Thursday evening, it dou- 
bled basic interest rates. 

In the short term at least, 
the measures seem to have 
worked. The real appreciated 
slightly on Friday, stock 
markets were calmer by the 
end of the afternoon, and 
Gustavo Franco, president of 
the central bank, said: “The 
central h ank guarantees that 
there are no liquidity prob- 
lems with Brazilian banks, 
internally or externally." 

But will this be enough? A 
number of worries remain as 
the new week begins. 

First. Friday’s volatility 
may wen persist as markets 
continue to adjust to the 
implications of the interest 
rate increase. 

On the positive side, the 
move is a demonstration of 
the central bank’s determi- 
nation to protect the stabil- 
ity of the real at an costs. 

On the negative side, it is 
likely to precipitate a migra- 
tion into fixed-income invest- 
ments, as indeed it did on 
Friday. This was inevitable: 
base rates rose from L58 per 
cent to 3.05 per cent or from 
20.7 per cent to 43.4 per cent 
on an annualised basis. 

For foreign investors, 
effective returns on Brazil- 
ian fixed-income invest- 
ments leapt from about 10 
per cent to 30 per cent 
a year. 

Same investors may also 
worry abont a possible 
devaluation of the real, 
although the government 
has repeatedly ruled this 
out: the inflationary conse- 


quences of such a move 
would be disastrous. 

Perhaps more to the point, 
equity investors will worry 
about the effects of the inter- 
est rate increase on the real 
economy. It produced howls 
of anguish from manufactur- 
ers and retailers, already fac- 
ing a bleak end to the year. 

Before the rise, the S&o 


Paulo Federation of Com- 
merce was predicting a foil 
in sales of 8 per cent over 
the Christmas period. Many 
car dealers and white goods’ 
retailers suspended credit 
sales on Friday. If the rates 
remain high far long, reces- 
sion must follow. 

The Brazilian government 
has stressed that interest 
rates would be cut as soon 
as possible, but President 
Fernando Henrique Cardoso 
admitted on Friday that 
“only God knows" when this 
would be. 

There is a positive side, 
however. The events of the 
past 10 days may persuade 
hitherto unco-operative poli- 
ticians of the urgent need to 
reduce Brazil's vulnerability 
by dealing with its fiscal 
problems. 

The government's support- 
ers have begun pressing this 
point. Investors will be 
watching Congress closely in 
the coining weeks. 


Emerging m art tet ws 1FC weekly invastable price indices 


Hwfaat 

No. of 
stocks 

Oct 30 

1987 

% Change 
ovar witk 

% Change 
on Dee *M 

Latin America 

0*7) 

623.75 

-17 JJ 

+154) 

Argentine 

(30) 

967.05 

-20-3 

+1.7 

BrazB 

(68) 

439.65 

-233 

+105 

Chfla 

(46) 

682.75 

-5.2 

+11.7 

Colombia 1 

P4) 

870.06 

-23 

+37.4 

Merdco 

• (63) 

669.49 

-15.6 

+26.4 

Peru 3 

•• - (17) , 

22027 

-85 

+115 

Venezuela* 

. P) 

965.80 

-125 

+35.4 

Asia 

(706) 

136A9 

-85 

-46l8 

China* 

(27) 

67^3 

+8.4 

-6.4 

South Korea* 

(166) 

50-52 

-22.4 

-34.6 

Philippines 

• (42) 

127.60 

-2.6 

-56.5 

Taiwan. Chfna 8 

(90) 

136.45 

-BA 

-11.0 

India 7 

(77) 

93.44 

-4.8 

+18.6 

Indonesia* 

••• (49) 

68.49 

+8.1 

-16.3 

Malaysia ■ 

. 047) 

128.15 

-9.4 

-615 

Pakistan* 

C2S) 

257.63 

-92 

+31.6 

Sri Lanka 10 ' 

S) 

120.50 

-55 

+26.7 

Thailand - 

(87) 

, 72.10 

-204 

-B7A 

Eura/Mfd East - 

(258) 

■ 14&99 

-14j4 

+8.7 

Czech Rap 

(5) 

6106 

-6.7 

-13.0 

Egypt 

fl6) 

101,78 

-15 

- 

Greece - 

-(54) • 

352^4 

-75 

+45.4 

Hungary" • 

(i2) 

26434 

-155 

+34.7 

Israel 

■ m 

116.88 

-109 

+16.9 

Jordan 

(7) 

21231 

-07 

+13.8 

Morocco- 

• (5) . 

• 133.10 

+15 

- 

Poland 0 ’ 

r.’ m 

618.74 

-155 

-155 

Portugal 

(28)-... 

195.24 

-15 

+335 

Russia 

%. (15) •’ 

15739 

-205 

- 

Slovakia , ■ 

. (5) 

104.75 

05 

- 

South Africa" ' 

* (61) 

182.03 

-15.0 

-12.7 

Turkey" ■ :/•/ 

- C57> - 

2B7JB 

-23.4 

+801 

Zimbabwe" • 

■ :(5) • ' 

. 543.09 

-4 A 

+14.7 

Composite 

U^13) 

JS9-M ■ 

— 13>B 

-145 
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On the GStk anniversary 

of the founding of 

C.IL. TJnterberg, To whin Co. 


we wisk to announce 


that 


TJnterbeig Harris 


will now he known as 


C.E. UOTERJBERG, TOWBIN 


ant 


Unterbexg Harris Capital JSianagement 
will now he known as 

C.E. HNTERJBERG, TOWBIN 
ADVISORS 


C.E. UOTERBERG, TOWBIN 


10 EAST 50TH STREET. NEW YORK. NEW YORK 10022 
(2 L2) 572-8000 FAX (2 1 2) 888-86 1 3 

275 BATTERY STREET. SAN FRANCISCO. CALIFORNIA 94 111 
(415)399-1500 FAX (415) 399-1113 


November 3. -J997 
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THE WEEK AHEAD 


DIVIDEND & INTEREST PAYMENTS 


■ TODAY 

Abbey National Treasury 
Services 6% Gtd. Nts. 1998 
L400.000 

APV 3.15% Cm. Pf. 1.575p 
Do 4.55% Cm. Pf. 2.275p 
Do 5.25% Cm. Pf. 2.625p 
Asda Property Hldgs. 0.9p 
Beattie (James) 2.5p 
BellSouth $0.36 
Bentalls 0.7p 

British Petroleum Co. 5.5p 
Do $0.6713 
Do $0.0713 
Cattles 3.25p 
Close Brothers Grp. 8-2p 
CrestaCare 0.31 p 
Dawson Grp. 2. Ip 
DCS Grp. Ip 

Edinburgh Fund Managers 
8p 

Enterprise Oil 6.9p 
Filtronic Comtek Ip 
First Choice Holidays 0.9p 
Gallaher 9.625p 
Go wrings l.lp 
Highcroft Inv Tst 2.35p 
IAF 4.5p 

Laing (John) 2.7p 
Do A (N/Vtg) 2.7p 
Lavendon 1.3p 


Lowe (Robert H) 0.125p 

Macro 4 15.5p 

Mancters 3.1p 

Moorepay l.lp 

Ocean 5.4p 

Pall $0.14 

Pittards Ip 

Serna 2.8p 

Shell Trans 5.1 p 

Singer & Friedlander 2.1 3p 

Taylor Woodrow 1 J25p 

Travis Perkins 3.3p 

TR European Growth Tst 

0.9p 

Do Ptg Sb l.8p 

■ TOMORROW 

Abbey National Treasury 
8 Vt% Gtd Nts 1998 £825.0 
Astec (BSR) 0.69p 
Beauford 0.3p 
BSM 2-53p 
Compel 3.6p 
Ewart 0.8p 

New Zealand 11)4% 2008 
£281 .25 

Paramount Foods 2.5p 
Quayte Munro 2p 
Quebec 8 %% Ser OD Nts 
Nov 2011 £86.25 
Royal Doulton 2.3p 


Rubicon 4.1 p 
Sunderland 3-2p 
Usher (Frank) 7p 

■ WEDNESDAY 
NOVEMBER 5 

Abbey National Treasury 
7%% Gtd Nts 2001 
L381 250.0 
Birae 0.3p 

Eksportfinans 7%% Nts 

1997 C$77 JO 
Pemberstone l.lp 
Sweden 8% Bd 1997 
DM800.0 
Torex 0.5p 

■ THURSDAY 
NOVEMBER 6 
Abbot OJp 

Dunedin Smaller Co's Inv 
Tst 8%% Db 2022 £4.1875 
Forth Ports 4.5p 
Heatthcall 1.65p 
Howard Hldgs 0.8p 
Lawrence 6.1 2p 
Robert Walters 1.3p 
Steel Burrili Jones 0.75p 
Utd Assurance 7p 
Vodafone 7%% Nts 2001 
£78.75 


UK COMPANIES 


Whitbread 7)4% Un Ul 

1995/99 £3.625 

■ FRIDAY 
NOVEMBER 7 

Ascot 3p 

Boosey & Hawkes 2.17p 
Bradford & Bingley Bldg 
Scty FRN Feb 1999 £184.32 
City Merchants High Yield 
Tst Z5p 

(Sty Technology 3J82p 
Dewhirst 1.4p 
F & C Pacific Inv Tst O.Bp 
Fram/ington Dual tst 2p 
Hemingway Properties 0.1 8p 
Henderson American Cap & 
Inc Tst Up 
Intrum JusttHa lJ3p 
Johnston Press Ip 
Maybom 2.6p 
Oasis Stores 2.4p 
Scottish Media 6.6p 
Secure Tst 7p 
Smurfit (Jefferson) IR1.65p 
Southampton Leisure Ip 
Tilbury Douglas 7Jp 
Walker (Thomas) 0.62 5p 
Watmoughs 2.75p 

■ SUNDAY 
NOVEMBER 9 
Halos 8%% Db 2018 
£4.1875 


■ TODAY 

COMPANY MEETINGS: 
Gartmore Scotland tnv Tst, 
Charles Oakley House, 125, 
West Regent Street, 
Glasgow, 12.00 
Invesco Japan Discovery 
Tst, 11, Devonshire Square, 
EC., 12.00 

Lendu, 3. Clanricarde 
Gardens, Tunbridge Wells, 
Kent, 10.30 

Norttiamber, 1, Lion Park 
Avenue, Chessington, 

Surrey, 12.00 

Superscape VR, Cromwell 
House, Bartley Wood 
Business Park, Hook. 

Hants., 2 JO 
BOARD MEETINGS: 

Finals: 

Assoc British Foods 
Interims: 

Blacks Leisure 
Prowting 
Stratagem 
Style Hldgs. 


■ TOMORROW 
COMPANY MEETINGS: 
Beverley, Woodlands 


Grange, Woodlands Lane, 
Almondsbury, Bristol, 11.00 
Bryant, National Motorcycle 
Museum, Coventry Road, 
BickenhfH, Solihull, W. 
Midlands, 12.15 
Logica, Church House, 
Westminster, S.W., 3.00 
BOARD MEETINGS: 
Interims: 

Better-ware 

Ceteis 

Dairy Crest 

Marks & Spencer 

Nort hu mbrian Fine Foods 

Powerscneen 

Securities Tst of Scotland 

Thames Water 

■ WEDNESDAY 
NOVEMBER 5 
COMPANY MEETINGS: 
Goodwin, Saxon Cross 
Hotel, Sand bach, Cheshire, 
10.30 

Henderson EuroTrust, 3, 
Finsbury Avenue, EC., 12.00 
Howard, Kingston Lodge 
Hotel, Kingston Hill, 

Kingston upon Thames, 
Surrey, 10.30 
Thorntons, Assembly 
Rooms, Derby, 11.00 


BOARD MEETINGS: 
Finals: 

Gardner (L) 
Interims: 

British Airways 
Hewetson 
Scottish Power 
Shanks & McEwan 
Whitbread 


■ THURSDAY 

NOVEMBER 6 

COMPANY MEETINGS: 
Brunei, Chippenham Town 
Hall, Chippenham, Wilts., 
11.00 

Dalgety, Hotel Russell, 
Russell Square, W.C., 11.00 
Frainlington Dual Tst, 155, 
Bishopsgate. EC., 12.30 
Heart of Midlothian, 
Tynecastle Stadium, Gorgie 
Road, Edinburgh, 6.00 
Northern Leisure, Insurance 
Institute of London, 20, 
AWerm anbury, EC., 12.00 
BOARD MEETINGS: 

Finals: 

Kwik Save 
MMT Computing 
Smart (J) Contractors 
Interims: 

Boots 

Eton 


Mercury Asset Mngmnt ; 
Undervalued Assets Tst - 

■ FRIDAY 
NOVBMBER? 

COMPANY MEETINGS: ’• 
PhzaExpress, Alban Gate, 
London WaM, EC.. 9J0 
Ricardo, Institute of 
MedhanfcsJ Engineers, 1, 
Birdcage Walk, S.W., 11.00 
Walker (Thomas), Grand 
Hotel Cromwell Row, 
Birmingham, 12.00 
BOARD MEETINGS: 
Interims: 

Cedardata 
Criterion Props, 
wyndeham Press 

Company meetings am 
annual general meetings 
unless otherwise stated. 

Rease note; Reports and 
accounts are not normally 
available until approximately 
six weeks after the board 
meeting to approve the 
preliminary results. 

The list is not necessarily 
comprehensive since 
companies are no longer 
obliged to notify the Stock 
Exchange of imminent 
announcements. 
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CONFERENCES & EXHIBITIONS 



NOVEMBER 4-5 
Unking the Balanced 
Scorecard to Strategy 
Too often the Balanced Scorecard 

framework i, treated in uaLadon from 
soaepe objectives. This conference win 
enable you la develop a balanced 
scorecard framework that supports die 
successful implementation of strategy. 
Contact Kate Jenkins at Business 
hueffigenccTd: 0)81 *79 3355 
Fa*: 0181 379 112 

LONDON 

NOVEMBERS & 6 
A New Century In Publishing, 
An FT Conference 

C onf ir m e d speakers indude: The Rt Hon 
Michael Hesetine MP; Nigel Stapleton, 
Reed Elsevier. Marjorie Scitfino. Pennon 
pic; Michael Lyman, Penguin: Max 
Hastings. Editor: Evening Standout Ms 
Doroth e a CoccoJi Palsho, President. Dow 
Jones Interactive Pubfishing. 

Enquiries FT Conferences 
Tel: 444 1718962526 
Ftt44417IS96 269^97 
EomibaaifjgipeaKon-piounn 

LONDON 

NOVEMBER 11 &12 
The 9th Annual FT 
Petrochemical Industry 
Conference 

Organised with Chemical Matters, 
confirmed speakers include senior 
executives from BR NOVA. X3mt. National 
Petrol cum Company of ban. UOP. and 
Shanghai PanYhcrnical Company. 

Contact: Sarah Gibb. FT Conferences: 
Td: 444 171 S96 2639 ftx: *44 171 S96 
26% E-mail sarahg@pearsan-pnxcotn 
LONDON 


Low Cost Peosions 

A Strategy Forum answering 
four vital questions: 

• How can they be marketed? 

• How can they be 
administered? 

• How can they be regulated? 

• Kowshodd they be invested? 

A Cityforum super round table. 
Opening Keynote speaker: The 
Rt Hon Harriet Harman MP. 
Sponsored by Puce Waterhouse, 
Watson Wyatt. AUTIF and 
Pensions World 

Contact: Otyfcxum 

TW: 01225 486744 Ftoc 01 225 442903 

BtetT06A»12Z2tt3»3ompuseniacom 

London 

NOVEMBER 12/13 
Practical DeaHng course - 
Fbreign exchange 

Spot and Furs'ird FX dealing for 
trainee,'] uni or dealers and Corporate 
treasury personnel. Participative 
course featuring WIN DEAL dealing 
simulation. Ideal for candidates for 
A Cl Diploma exam. £525 * VAT 
Ly»ood David Lnttmaiknal Lid. 

Til: UK 44 10)1732 463014 
Fas: UK 44i0)l732 463015 

LONDON 

NOVEMBER 13-14 
The Finance Scorecard 
This conference examines ways in wfticta 
Senior finance esecuthes can, by using 
Ibe scorccm) approach. add value to the 
burineso. improve ihcir own productivity 
rod demonstrate their contribution with 
tangible perfemurec mdkoins. 

Contact Kale Jenkins at Business 
Imelligence Tel- OtSF 879 3355 Fas 
0IS1S79H22 

EmsitlcKLjoaianxStetiK»4tefipn9eeodc 
LONDON 


NOVEMBER 13-14 
Financing Energy 
Infrastructure 

Analysing the new instruments and 
strategies in financing Asia's energy 
infrastructure contact: Snmimrln Iwlpr 
FT Conferences Asia Pacific 

KlM4$5) W 6373; 
tax: 1465)323 4725 
e-mail: sanunylffipe ara op-projoin-ig 

SINGAPORE 


Conferences 

& 

Exhibitions 


Conferences 
& Exhibitions! 


Tourism in Cnba - 

A bra day smalnar of business 
and l uHfttiiwuh opportraHtn ki 
Cuba's tested giDirtng Industry 
Sponsored by the European 
Community Investments Partners 
Programme (ECIP), 8 m Caribbean 
Trade Advisory Group (CARTTAG) 
end the Cuban Ministry oi Tourism 
(HfflNTUR). 

The seirtin a nwa covaran ove n tiaw 
Of 8w Clisan KXrist industry, 
projections tor hdure developments 
and specific Investments and Joint 
venture projects. 

Exclusive presentations from senior 
executives of the main tourism 
organisations In Cuba and UK tour 
operators and foreign Investors. 
Contact: Joan Nash at CARTTAG 
Tel: 0171 839 0099 
Fax: 01 71 930 6664 

Lomtoa IMerwriflag Cootie, 

I SRUastarQonLMnctaBlxneeCSRTnD 

London 


NOVEMBER 17 & 18 
Re-Inventing the Utility, 

An FT Conference 

New corporate structures for energy and 
utility companies in the converging 
markets of the 21 st Century. Speakers 
include: Mr James T Hackett, Duke 
Energy Corporation: Mr fan Robinson, 
ScMthhPowcr: Ms Care Spocriswocde, 
Olgas; Mr Cerand Sussmann. Suez 
Lyonnaisc dvs Eaux: Mr Philip Green, 
Goldman Sachs International. 

Enquiries: Lucinda Roberts, FT 
Conferences Tel: 444 171 896 2120 
Fox: 444 171 S96 2tW2f«7 
Email: locsdtns^etnoivpoucaiii 

LONDON 

NOVEMBER 17 
What Price Reputation? 
Sponsored by Fleishman Hillard this 
Management Today conference looks at 
how companies' reputations can be 
managed and measured and how this 
can affect financial performance. 
Speakers include Professor John Kay. 
Anthony Hilton and Directors of 
Corporate Communications from 
Safeway and Kimberly-Clark. 

Details: 0171 413 4116 

LONDON 


Un Sixth City ol London 
Central Banking Conference 

Partopano efiooM from authontafive 
and repeal tarums on: 

■ REGULATION AND FBSK M 
EMERGING MARKETS 

• LATW AMERICA AND THE 
CAFBB8EAN - STABUTY A GROWTH 
- CENTRAL BANKS AND THE 
MANAGEMENT OF RESERVES 

■ CHANGING CITY REGULATION ■ 
ITS MRAOT ON FOREIGN PLAYERS 

Speakers Include central bonkers, 
regulators, invaetment bankers and 
hmd martaflOts. Barters Trust, Chase 
Manhattan Bank, and Donaldson, 
Lufkin & Jenretle sponsor this 
successful annuel coherence, to be 
HOB In 1997 vtflh a super round laHe 
formal 

hri fl nua k ra : Dfyforum. 

Tel: 0122S 468744. Fax 0122S 442903 
Emai' l0670Si270^compu5«rviLD3m 


London 

NOVBiflBEH17-19 
Cashflow Analysis 

* Types of Cashflow Statement - 
Essential Principles * Preparing 
Cashflows - Historic and Projected 

• interpretation sod Evaluation, the 
importance of Sensitivity Analysis 
■ Debt Servicing Capacity. Covenants, 
Monitoring • Forecasting • Cashflow 
Modelling. 3 days £825 ♦ VAT 
Contact: BircWn In temporal pic 

Tel: 0171 62S4H2 Fra. 0171 6284113 
Internet: http:// www.birehin.com 
Email; birehii^birchavcotn 

LONDON 


Opportunities in 

Portuguese Markets 
This conference, to bo opened by 
HE Antonio Guterres. Prime 
Minister, RepubBc of Portugal, wB 
Involve government offldaSs. key 
mariat parttdparta and Imreatora In 
an ex amt n a Mai of busta— . Hnanoe 
and Investment opportunities in 
PortognL 

Other contfamed spoakers todude 
Antonio da Soma, Governor, Banco 
do Portugal. Augusta Maters, 
Minister of Economy, Ftepubflc of 
Portugal, Fernando IWxalra doe 
Santos, Secretary of Stats for 
Treasury & Finance and Hwvti 
Carre, Director for Monetary 
Matters, European Commtaston. 

Contact LeBta Adu-Ampoma, 
BrononeyCO rtaw noea 
Tbfc +44171 779 8708 
Roc 444 171 7798836 

Lisbon 


NOVEMBER 19 & 20 
The Deafing Room Audit 

Suitable for: Internal Auditors, 
Compliance Staff and Bank h tt pcao ra. 
Covering: Markets, Products and 
Customers * Risk in a Dealing 
Operation * Rules A Regulations * 
Information Systems • Auditing the 
Trading Function • Controls in the FX 
arvironmem. £570 4' VAT 2 Days 
Contact: TFL Training 
Tel:0i7l 600 2123 Fkx: 0171 6003751 
Email: Safes^tft-tntiningdemonsxuik 
LONDON 

NOVEMBER 19-21 
Wbrld Class Selling Skills 

• Differentiation • Political Mapping 

• Client Focua and Needs Analysis 

• Strategic Selling » Portfolio Analysis 

• The Sales Process * Qualification 
-The Safes Rxmuta 3 days £825 ■VAT 
Contact: Bhchm hnentnotul pic 

TO: 0171 628 4 1 12 Fax: 01 71 628 41 13 
Internet: http://www.birehin.com 
Fn wil: bindiin@bm4unxoa 

LONDON 

NOVEMBER 20 & 21 
FT European Economic and 
Monetary Union 
Economic impact of EMU and toe (trBKgk 
unpfications for bunks, capital modus* and 
European iwwi enjuxes The 

Rt Hon Kenneth Clarke QC MP; Mr 
Howard Davies; Mr John Kernp- Welch. 
EnKprafec Lorinda Roberts. FT ConErences 
Td: 444 171 8962120 
Fax; 444 171896 369612697 
Eirorib luriadari&peanreo-pni^oni 

LONDON 


The International Council 
olTIn National Academy of 
Itohntsimi Ails & Sciences In 
assodaBm with Vtrlety. p rem ote 
The 3rd UfDlMda TWbvWcb 
I ndustry Sutatait Catforenca 
Senior executives from tetevtsion 
and tetemeeSa companies around 
the world address the "hot button* 
issues afteettofl tmeviston Industry 
management gtobaly. 




Nsremy Bafireoni. Hew York 
HUon Hotel (8 hb to 4pm) 

For Information: 

TbL' 212/489-6969 

Fax: 212/489-6557 s-S? 


NOVEMBER 24-25 
Managing Client Relationships 

• Marketing • Client Profile Criteria. 
Information Gathering. Product 
Knowledge * Needs Identification 

• Imer-Persorud Stalls * Customer Care 

• Service Differentiation. Relationship 
Management * Intro d uci ng Specialists 

• Creating Value. Advisory Roles. 

2 days £650 4- VAT 

Contact: Bochin Imem oon a l pic 
Tel: 0171 628 4112 Rax: 0171 6284113 
Interact: http:// www.birchjn.com 
Email: btn*ln@birchinxc«i 
LONDON 

NOVEMBER 2506 
Practical Dealing course - 
Money Market 

Cash and short term derivatives for 
tmioee/rnnior dealers and Corpor a te 
treasury personqel. Participative 
course featuring WTNDEAL dealing 
simulation. Ideal for candidates for 
ACT Diploma exam. £52 5 * VAT, 
Lywood David bttemtfonal Ltd. 

Tel: UK 44 (011732463014 
Rue UK 44 (0)1732463015 


NOVEMBER 27-28 
The Economist Conferences 
Key Operating and tnvmtrnent 
Issues hi Russia. 

PoHtleal Rtak, MnnsBeorent, 
Finance, Lsgat Issues, Human 
Resources 

fi»r further information contact: 

Ms Get I rode de Leonard is, Ms Monika 
Davies. Die Economist Conferences TeL- 
(43.1)712 41 61 0 
Fax: (43.1)71467 69 

Hoed Marriott, VIENNA 


Rissta in Transition: Below Bw 
Surface - thn Challaages and 
Oppoitmfif 83 Ahead 

fho Dow Jonas ftuaotan bwMbnanl 
Forom nddmooM lay Issues raMng to 
the ever-expending Russian matkets. 
n taaBtons ail special pnaartM ons 
«■ locus on: 

• Russia's transfer process 

• Crealon of ton private sector 

• ThekMBtaiBtlandscspe 

• Key opportunities 

• Cssestodu 

• Uefelyfng the Investment 
greenMdc 

Contact Flora Saswain, Dow Jonas 
Ihfc «44{D} 171 8329002 
Fmc +44(0) 171 8328940 


DOMggtuEsu 


New York 


DECEMBER 3-5 
Venture Forum Europe W 

Arrxngcd by FT Conferences and Venture 
Economics, this 8th annual Venture Ftxum 
Europe looks at tha lassst nforannoc cn 
privuD equity In Europe, the debt mwka. 
exits, bow prlvsrisstion is fuelling 
investment it CJUE Europe, opportunities 
m other enwgnjg mates sod biw Etoope 
is mcnsitig in appesl to toe US mvest* 
En qu i ries : Sarah Gibb. FT Conferences 
TH: 444 171 896 2639 
Fax: 444 1718962696 
Emait sarahggpearsoo-proxooi 
LONDON 


The Asuncion Waterfront 
Development Prelect 
Conference 

Asundfin Mayor, Martfn Burt, and 1 
Metro Dade Mayor, Alax Penetas, 

Mil host a conference presenting 
ona of the largest urban 
development pr^acts st the 
Americas, encompassing the 
reclamation and commeroWbatfon 
of 700 hectares of prime city center 
land fai Asuncion, Paraguay. 

Contact Maggie Fernandez, 

MFM Tel: (305) 285*7883, 

Fax: (305) 285-9583, 

E-Mail: {^hineteQmca^Qvjpy 


DECS8BER4-6 
Britain's Agenda hi Europe: 
UK Presidency 

Speakers: Doug Henderson, Lord 
Jenkins. Lord Howe, Hele n Liddell MP. 
Paul Richards, Shirley Williams. Helen 
Wallace. Lord Tugcndhar, Lord 
Wallace. Lord Taveroe. BIO Callaghan. 
John Ray. Adair Turner, Pauline Green 
MEP, Elmar Brok MEP. 
h fon ra tijn: Federal Taut 
TO: 0171 799 2818 Roc 0171 799 2820 
LONDON 

DECEMBER 8 & 9 

FT World Pulp and Paper 

Conference 


hocusing an Issues concerning me ptq» 
and paper industry, their customers sod 
solutions. Confirmed s p e ake r s bdode; 
Mr Bten G Hutton. Chief Financial 
Officer, APRIL; Mr Mssshflto OWcuui. 
Pres id ent. Ofi Pspcr Co. Lab Mr Arnold 
M Nemiraw, Chalnnon and Chief 
Executive Offices; Bowsier focorpoiaied. 
Enqimics: 444 171 896 2120 
FOx: 444 171896 26902697 
EmsO: lueiodar@pesrson-prokcom 

LONDON 

JANUARY 21 1998 
Generating Cash & Enhancing 
Shareholder Value Seminar 
Understand how all (lie latest 
oUfxovcTOQit programmes like Bslsoced 
Bushten Scorecard, VBM, BPR, ABM. 
TQM, etc contribute towards shaehokJer 
vsJut Spaces are hmded. 

Contact: Emily Stevenson 
World Ciais batraational 
TeL- 01705 268133 
Fox: OI7Q5 268160 


Conferences 
& Exhibitions 


To advertise conferences, exhibitions, trade fairs, conference venues 
and training courses to approx 1.2 million readers worldwide. 

Contact Vivenne Eka on 
4-44 171 873 3507 fax -t-44 171 873 3098 


Financial Times 


lfcJ:^|£]fHlEJlEIfEjRif£lf£jfaJfaJi^faJRj|Ej , fEJltfJf5JfEJ[Eir5JfEJ[Ejf5Jfaj|EirEJfaIr£JfalfHJfHJfHJRI?5JlHJfHJRjRJfHJr£?]iIfHri 


A WEEKEND CONFERENCE 
DOES HAVE ITS REWARDS. 

All ( Onr.id Inlcni.ilion.il holds offer .in cIcluiikv and style th.u is second to none. 
Not to mention conference I.icilities rh.it -ire in .» cl.ivs of their own. 

lint now they offer more. The llilron 1 1 Honors ” 

Worldw ide Mcetinu, Pl.inner Bonus Program. 

Any meeting planner who hooks a qualifying meeting at a participating 
Conrad International hotel w ith at least ten occupied guest moms can earn 
thousands of IINonors bonus points that can then he exchanged for tree nights 
at Hllonors hotels. Or earn airline miles with participating airline partners. 

The rewards are yours. So make the most of them. 

Fnrjjronp book i nr, s and information, pi cast- call rise Conrad luU", -national sales office 


in I.tintlon at 


T -r.v 4S or in Hrttss 


-42 2 442 48 85 


In the US, contact Hilton Direct at -I 0 2 01 2~14 

CONRAD 

INTERNATIONAL 


ifEJfElfEJrEJfcilfHlfEiiEJfEJfEJfElfEi'rarfEJfEJrEliHirEJfEllEJiEJiEiltfjfEJlEJfEjraiEilEJfEJtafgjRjfEJlHJfEJfEliafEJrcJlEJfcJfHJrEl 


LANGUAGE COURSES 


To advertise in 

Language 

Courses 

Please contact 
Vtvenne Eka 
on 

444(0) 171 S73 3507 


LANGUAGES 
FOR BUSINESS 

♦ totored tuHtoa tar batons pwopla 

♦ Courses for nfeadwis aid grorcs 

♦ In company or at ow contras ri 

I Lcndan, (Marti, Brtgfttcai and Kant 
I • Export teaching In nor 40 
I tarauasamdudkig Engtah 

n ac* n t Lkre rap hup* 

14 Buddngham St, London WC2N 6DF 
Tekohotm 0171 872 6582 
Fac 0171 872 6590 


FAST. EFFECTIVE. AFFORDABLE 

Would speaking your 
Customer s language 
have made the 
difference ? 


Did your last meeting overseas go as wed as you had 
hoped? No? Why not? Did you lose out to a compe tito r 
who <fid speak the language of toe customer ? 

Dont let it happen again - 

Call BERLITZ for details of 'Doing Buatnees in' 
Freneh/GermanfSpaniah NOW on 

0171 - 915 0909 
0121 - 943 4334 
0161 - 228 3607 
0131 - 226 7198 


Helping the World Communicate. 


A Review 
of 

Business 

Books 

November 18 


On Tuesday, 18th November 1997, 
the Financial Times will publish s 
business books review. 

To advertise, please contact 
Vivenne Eka on 
+44 171873 3507 
fax +44 171 873 3098 


Financial Times 


To advertise contact Vivienne Eka on +44 171 873 3507 or Fax +44 171 873 3098 
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14.1195 

+0.1771 BS0 - 732 

14j6B18 

117008 

144424 -114 

1*4801 

-104 

154634 

-04 

_ 

Mexico (New Peoo) 

14200 

+0955 900-500 

84500 

•89900 

15055 

_19 9 


-122 

0955 

-11.1 

. 

ff) 

147GB 

+09101 765-773 

14788 

14660 

14740 14 

14705 

14 

14631 

14 

10*3 

USA 

» 

- 

. - 

- 

- 

- 

- 

. 



- 

1059 

(A SB 24700 -00033 767 - B12 

24911 

25670 

24746 24 

24847 

24 

24247 

29 

812 

HMiCrlEME m/Motv 
Aurtratie (AS) 14186 

-09107 178 - 106 

1.4243 

14176 

Ij(l78 

17 

14152 

14 

14045 

19 

804 


124818 

+09778 577 - 666 

124771 

124857 

124355 11.7 

111563 

-11 

134013 

-34 

- 

Hono Kano 

PK5) 

7.7295 

-09005 200-300 

7.7380 

7.7290 

7917 

-134 

74795 

-74 

110*5 

-49 

w 

(fte) 


+04741 240 - 360 

619300 605420 

. • _ 

- 

_ 

- 

- 

re 

Inda 

m 

HAsnsi 

+0963 400-000 

364200 

369050 

- 

. 

_ 

_ 

. 

_ 

_ 

IS*) 

54298 

+09162 201 -307 

54475 

54201 

- 

. 


. 

- 

- 

Into 

(Shfe) 

34362 

-09119 312 - 412 

15466 

34312 

- 

. 

. 

. 

. 

. 

. 

M 

201481 

+1204 548 - 013 

2B1JB2X1 gfWflfl) ft p 

106451 

84 

181711 

84 

1282 

Japan 

ro 

120270 

-091 220-320 

120400 

119450 

11172 

54 

11842 

54 

113425 

14 1274 


54178 

-0.1377 070 - 273 

5.7621 

59079 

80274 -2.1 

54513 

-24 

5.7952 

-32 

- 

Mafeyate 

(MS) 

Aivm 

-1103 430 - 550 

34520 

39500 

39605 

-39 

39835 

-49 

3405 

-44 

_ 

(KZS) 

2.6884 

+09171 067 - 901 

.29904 

24701 

24901 -07 

24B26 

-04 

£4907 

-04 

104.7 

Now Ztaland 

(NZS 

14032 

+09005 026-038 

14038 

14026 

14063 

-29 

14117 

-21 

14305 

-1.7 

. 

tpetaj 

339204 

+04674 BOB - 003 

SB £084 

5RJOfiA 

604062 -174 

61486 

-134 

684373 

-129 

- 

PtdppkMB 

Peeo) 

369750 

+0966 000-600 

359000 

311000 

aSQRAK 

-209 

38714 

-111 

409885 

-14.1 

- 

PH) 

52911 

+09383 880-932 

82075 

82517 

64336 1 A 

64890 

14 

62179 

19 


Saudi Arabia 

(SH) 

17516 

+09001 512-520 

3.7520 

17501 

1752 

-0.1 

17527 

-11 

3.7558 

-11 

_ 

(SS) 

24370 

+09023 355 - 401 

2.6527 

24344- 

24363 17 

24313 

19 

24043 

14 


Stagrexn 

PD 

14730 

-0908 720-740 

14803 

14720 

1478 

-29 

1475 

-04 

1487 

04 

. 

P) 

10701 

+09055 040-762 

89762 

10302 

11231 -7.9 

. 12196 

-74 

15939 

-15 


South Attca 

P) 

*8125 

-0026 100 - 150 

44340 

49100 

44512^ -04 

49221 

-11 

5.1995 

-10 

_ 

frton) 

181747 

+179 732 - 843 

1B1143 

100645. 

- 

- 

- 

•- 

. 


South Korea 

(Won) 

ARARnn 

- 700 - 900 

965400 

963900 

_ 

_ 

. 


_ 

_ 

_ 

PS) 

514783 

+09141 541 -024 

51.0024 

514541 

514309 . 1.1 

51.7454 

19 

914148 

09 


Taiwan 

OD 

300370. 

- 300 - 440 

. . 

w 

30948 

-04 

309605 

-04 

319405 

-04 

- 

PO 

689948 

+1458 365-532 

.084X12 

684800 

618062 -04 

60.1468 

-49 

724142 

-*7 


DwAand 

<B4 

419250 

+0925 000- 500 

419700 

304000 

419825 

-1.7 

41.385 

-34 

43925 

-11 

- 


October 31 

Over 

Otto 

Tlwe 

8x 

Qna 


night 

month 

mtta 

rrrths 

year 

Belgium 

3B 

SI 

3ft 

4 

44 

week mo 

38 

38 

3S 

44 

44 

France 

34 

34 

3ft 

3ft 

44 

week ago 

34 

34 

3ft 

38 

44 

Qennany 

SB 

3S 

88 

SB 

44 

week ago 

3 * 

SB 

3ft 

38 

44 

tretand 

6K 

6H 

Oft 

51 

5B 

week ago 

6% 

614 

64 

0 

£8 

Kafe 

SB 

BB 

64 

6ft 

5S 

week ago 

&K 

es 

64 

6ft 

59 

Netherlands 

3B 

3% 

38 

SB 

44 

week ago 

34 

9» 

3ft 

3E 

44 

Swftnrtnd 

1% 

1% 

2 

24 

2tt 

watt ago 

11 

IK 

24 

2ft 

21 

US 

5U 

54 

58 

5ft 

58 

wreak age 

5» 

54 

5ft 

51 

6& 

Japan 

weak «go 

4 

Yt 

a 

3 

a 

4 

ft 

ft 

ft 

8 

■ S UBOR FT London 





tatarbonfc FUng 

- 

5* 

5ft 

5S 

5H 

week ego 

- 

5* 

51 

5ft 

64 

US DoRor COa 

_ 

544 

540 

545 

5.70 

week ego 

- 

544 

543 

543 

593 

ECU Unkad Da 

- 

44 

*4 

4B 

48 

week ago 

- 

44 

41 

44 

4fl 

SDR United Dm 

— 

3K 

3ft 

3« 

3B 

Mek ago 

- 

3ft 

SB 

aft 

44 


Lomb. 

Her. 

Ob. 

rate 

Repo 

rate 

690 

2.75 

_ 

690 

2.7S 

- 

390 


*75 

390 

- 

*75 

490 

290 

aan 

490 

290 

390 

- 

- 

179 

- 

_ 

175 

7.75 

125 

102 

7.75 

125 

102 

- 

2.75 

390 

- 

2.75 

390 

- 

190 

- 

- 

190 

_ 

- 

590 

- 

- 

100 

- 

: 

090 

090 

~ 

- 

- 

- 


S LIBOR LrMrbank ft*o 
n rit wn et barta ■ linn < 


i are oltarad ntaa tor SI Dm c 
- wrorttag itoy. The barks aw 


to the mark* by tour 
* Tru»». Bn* of Tokyo 


MU n an 4mm lor fte doawaUe Morey 

EURO CURRENCY BCT1 

Octal Shan 7 days 

term notice 


Item, UBS COa. ECU 4 SDR UnUd Da 

EREST RATES 

One Three Six 

month months months 


Taiwan (TS) 519783 +03141 541-1® 

™0»K1 Pfl 637948 +1.958 385-53! 

f RMaa lor OaaaoicliWtew w »*HihaPwinii8pBt Mill 
mbncted by cum maest mat. Stottg too* sWatae 
Jtetiwea to be* ttte and lha EH* Spot W*w dertwd to 
71* ndwnga ra pMad hi tNa ebb aw mo mbh on t 


JSSB 


!ojMo« 8rorwaK°i»Bati 


■ net iBuuy gated to tfto merit bu 
Max iibssad tores. BU, Oflar art 
few «* itxntod by Bw FX 


t son raM par 9 tar Oct SO. Bkttrihr apart* to lha Doter Spot u± 
qtaart » the maria* bit n krpfcd by curant Maraat mma. UK, h 
30: Boa swags interim. 

Tlw aastwaga ram printed to Ms MSa am atao aaaiabia on tha Han 


<r only tha tan thraecw 
t ECU bs quoted to US 


cuiency. IP. Mogul n o mi nal 


not checay 
MUM Oct 


■ on lha t Sanaa at tMpy/Wa a JTsew 


CROSS RATES AND DERIVATIVES 


EXCHANGE CROSS RATES 


(SFri 

2143 

4901 

*122 

1933 

1478 

1210 

.1900 

5918 

1210 

10*1 

1360 

1 

0.427 

1.009 

0716 

8013 

0926 

n 

' 5094 

1099 

0.852 

2906 

1.115. 

2634 

3954 

11.74 

20*7 

2439 

1295 

2942 

1 

2963 

1977 

201.7 

1*85 

(CS) 

2590 

4949 

*085 

1922 

0*72 

1200 

1977 

4988 

124.7 

1039 

1312 

0901 

0*23 

1 

0710 

8136 

0920 

W 

3151 

1551 

1756 

1.721 

0985 

1600 

1.041 

7901 

1717 

145* 

7*84 

1908 

0506 

1*00 

1 

+30 fl 

0874 

m 

29.52 

1447 

*768 

1*31 

0553 

1405 

1914 

5921 

1411 

1209 

R293 

1.161 

0*06 

1.172 

0931 

100 

OT2B 

- 

4094 

7.400 

6968 

1970 

0781 ■ 

1035 

2221 

1013 

2012 

166* 

8966 

1998 

0983 

1.613 

1.145 

137.7 

1 


par IQ; Balgfen Franc, VBo. Eacodo. La and haaala par IDOL 


B«0Wm (BFr) 100 1846 1121 4^47 1^72 4780 6.468 1272 430 4024 21J08 1933 1.670 3968 2818 338.7 2461 

Denmaric (DKfl 54JS0 ID 1787 2627. 1.015 2580 2963 1189 2689 2219 1142 2132 - 0910 2151 1927 1839 193* 

France (FF+) 8199 1198 10 2990 1.155 2938 3972 1218 3059 2526 1390 2426 1936 2448 1.737 2089 1918 

Gornniy (DM) 2083 3906. 3944. 1 0986 9820 1.126 4.068 1021 8446 4949 0.811 0346 0819 0981 69.88 0508 

Intend W 5342 9955 1639 2689 4 .. 2543 2920 1053 2644 2107 1196 2.101 0897 2120 190* 1809 . 1914 

Italy . (L) 2101 0988 0341 0102 0039 100 0115 0414 1040 1600 0443 0083 0035 0083 0060 7.118 0052 

Nflthartanda (Ft) 1890 3976 2968 0987 0349 8709 1 3907 9053 74JB0 3958' 0720 0307 0726 0515 6197 0460 

Norway (NKi) 6072 0958 . 1222 2459 0950 2414 2772 10 2519 2079 1099 1906 0852 2913 1428 1714 1448 

Portugal (Es) 2020 1728 1275 0979 0378 981.7 1.104 1984 100 8271 4459 0.796 0339 0802 0580 6844 0497 

Spate (Pta) 2443 4907 3960 . 1.184 0467 1163 . 1935 4418 1204 100 5.149 0461 0410 0466 0.688 8274 0901 

Sweden (SKt) 47.44' 1753 7991 2400 0888 2258 25B3 9954 2344 1944 10 I486 0797 1483 I486 1607 1.187 

SwttnrtsM (SR) 2543 4491 4.122 1433 0478 1210 1490 5913 1219 104.1 5480 1 0.427 1.009 0716 8113 0426 

UK * 03 5944 1049 9.652 2886 1.115 2834 3454 11.74 294.7 2434 1255 2442 1 2383 1477 201.7 1,485 

Canada fCS) 2540 4449 4.085 1422 0472 1200 1 477 4488 124.7 1012 5412 0991 0423 1 0710 8548 0620 

USA (S) 3641 8451 1758 1.721 0665 1690 1.941 7401 175,7 1454 7,484 1498 0598 1/409 1 1203 0874 

Japan (Y) 2942 5447 4.788 1 431 0553 1405 1414 5421 1411 1209 1223 1.181 0/468 1.172 0431 100 0728 

Ecu 4044 7.496 1588 1470 0781- 1935 2221 8913 2014 1BB4 8486 1498 0883 1.313 1.145 137.7 1 

DanMi Kroner, Mi Frans. M o aa gla i Ktonar, and OwadUi Kronor par IQ; Button Franc van, Eacodo. (Jca aid Paaala par IDOl 

■ P^SMlKPUTIIWtlM^ DM 120000 per DM 

Opan Sattpfce Changa Low EH.** Open Int pwjmMMtBC* OPTIOWCJI 450 (carta p* pound) 

Dec 05832 05814 -09013 05852 04788 29,151 63/480 ■ ww tvmm \aanm P^pam n 

Mar 05840 OSB42 -04012 05859 05823 182 2719 Sttka- • CALLS — PUTS 

Jun - 04867 -00012 - 1 2.66* Price Nov Doc Jan Nov Dec Usn 

1480 223 291 344 042 1.72 253 

* SWS WUHC PtmiHBB (IMfej SR 1 125500 per BR 1 • ~ ■ • 1.570 142 240 102 120 217 390 

S S:£S SSS S 5 SS ^ SS . 

Jun - 07316 +09011 07315 0.7285 4 284 

■ JJUNW— VI PUTURMOM^ Yen 125m per YonlOO • . 

Open; Sett price -'.Change. Htfi Low EH.** Ooenlnt. ~ ■ MUMlflll « OPtlOMS DM62500 ff per DM) 

Dec 08368 08359 -09001 04391 043*7 21,019 100740 SMa CALLS — PUTS 

Mar 04481 ' 04470 -09001 04483 04489 - 66 - 1.058 Price - Nov Dae Jon ' Nov Dec Jan 

Jun -09001 - - 50 230 0580 OSS 050 143 044 091 1.14 

- 1585 036 049 190 0l94 190 141 

■ A ifcUJtQ FUTI^miMM) £82500 per £ , nnruy . nag 051 040 + 142 1.70 

Dec -• 1.8860 14716 +00076-14781 14832 4431 48,103 Rtetew dtoriawLOtei 4382 Arte aza. nw.toqra apaa Int, Cate lAOXSPuta 3S99S 

Mor “ 14630 * t.6860' +04080 14680. 14830 149 431 ' 

JUli. - - 14592 +09078 14630 47 . '.71 " 

>■■■ & ■ -’k-V • ■■ *G r * ; ‘ ‘ ‘V •" -• ' •’ il * * ' 


■ nil AnrLHWto (ME C/> OPTtOSW EH ,250 (oanta par pound) 

Strike- ■ •— —— •• CALLS — PUTS 

Price Nov Doc Jan Nov Dec Jtel 

1480 293 291 344 042 1.72 243 

1470 142 240 102 190 217 . 390 

1480 1.13 193 255 1.73 288 346 

Prmtoueday^iML Cate 232 Puteias. Prov. dura open W- Cato 2B.153 Puts 24400 


I DM62500 (6 per DM) 


Jan ' 

Nov 

- PUTS - 
Dec 

Jan 

193 

084 

091 

1.14 

190 

094 

190 

1*1 

090 

- 

192 

1.70 


OTHER STATISTICS 


FTSE100 
FTSE2JH 
FI5E2SDtt.IT 
FI5E350 
FTSESMUlCte ' 
FTSESnadCap nlT 
FT5E fltoSkm 


.ttOM, 48719. 47534’ 4MQJ 
4809 48249,480.1 4804.47674 
48743 mU 4S0U 45624 48044 
.rtms^p^msAramKwu 
23129S20OW2S1&72 22574700291 : 
232241 2317J82SZU6 22721028750 : 
BOUT 227742230841 22095 230742: 


-405BLB 83304 9BU . FOE Wlgfel 
4802- 48BU 10794 FOE BDtak 100 
4307 4066 13713 FOE EunkiGk 200 
20175 SK4 BE4B FT 99 / 
P712OM00W 136170 FT Ont SWrttoi 
09992 248272138379 FT Ftefe Mas* 
HMTBlteUt' 8162 FOE BoD MM 


RIGHTS OFFERS 

Issue Amount Latest 

price paid Ram 1087 

-.''dots' Ugh ' Low 


- M 

37 Ml 

560 N0 

185 Nl 

200 NB 

45 h« 

265 M 

115 M 

pm premium. 


1W1 38»2pm i7bptn 

IBfll"- selgptn HWii 

4/11 137pm 72pm 

17/11 13>3pm 3%m 

31/10 52%lin . 32 1 2pm 

M/11 Spot ' • ‘ 4 pm 

12/11 32l2pm ^zpm 

11/11 1S>2pm itf^m 


AMslMts 

Azten 

Bartaiay Otnp 
Country Gartani 
Down TO Dudk— - 
JoiadSnT. ' 
Lovendon 
CXicta 


dosing 
price p +or- 


24pm ‘ -fa 
24pm Sh 
847zpm +a>2 
T2 1 apm -®lj 
-32ijpm. - 

29i2pn 

t1 1 aprr» J 


LONDON RECENT ISSUES: EQUITIES 

.feeue Aunt MkL One 

price paid cep 1997 price NstDIv. GraR/E 

p up (Em.) Hlrfi Low Stock p +/- dv. cov. yld net 


• § FJ>. - 1Q2Vl 100*2 AnatMnZBmDv 100% +^ - - - - 

.- F.P. 0.74- I7la itfj iBucMandbw I7ia - - - - 

- F.P. 098 12 8 fBucfcfend IrwWrt 10 - - - - 

1» FJ». 117 1702 iBEla Latehmya 187 J* - - - - 

.- §110 FJ». . 965 04$ 87ja leloegarCQr 0^2 - - - - 

§015 FP. 218 10^2 95^2 iMwtocrou* MD ^00h b- - -179 

§115 -Fp! 186 170*2 «7>2 LI. 15 16 06 BS9 


BANK RETURN 

BANKING DEPARTMENT 


Capital 

Put*; depotot* 


Reserve and otfw accouds 


Gowammsnt aecurtUee 
Advance and other eccairta 
B wito q equtpmsnt and other i 
NOtea 

Coin . 

ISSUE PgAHTMEWr 

UaLHaa 

Ncoae Jn et a totfan 
Nates In EtenMng Dapanment 


Other Government securities 
Other Seasides r 


Wednesday ' tecraasa or 

October 21 1997 deemme foe week 

£ 1 \- £ ; 

14953900 

1,111,784918 +239982963 
1708681126 +1011*7448 

a9486SB6t» . -6199S657 

7,081,883,843 +271034,072 


§79 FP. 
§110 FP. 


§115 FP. 186 ITffz 140 tMSB Ratal 5ya 107lj 

' SO FP. 4879 262^ 225 Naoequeal 233>2id 

70 FP. 276 Ball 58 Notrhsre Fared 81% -*i 

- FP. (019 2177 2120 Nycomed Am NAT ZfTlh 

$45 FP. I486 20712 243 &?. Group 270 

M48 FP. B69 Iffila 7®% tSoBake 100^ ■ 

§147 FP. 1009 172% 15712 USmfamo 172^ 

' §79 FP. 623 s ih 85*2 IWaafltar Acfcn &h. -1 

§110 FP. 589 117% 708% Xaor 111% 

t Altematfcro Imessnent MrtsL | Piaoing price * fewmftiofen. For 
tehar symecia pteaaandar » lha London Stwre Santos notea. 


LI-15 18 06BS9 
W54 39 29144 

189 29 Q64S9 
ims - 29 - 

H69 12 36 1*2 
R36 2.1 15 211 


a Mi aorptanaion of •* 


1680.737925 
4691691560 
790657649 
11685.080 
.' 121029 


+14690900 

+409.508488 

-24*141686 
+8,175636- 
' +14,734 


FTSE GOLD MINES INDEX 


% ckg %<* 

Oct atooa iMCQp Bate 'Grass tea M 82 
31 31AM6 ttm Mtaas yfeM K ndta Bgh 


7981683.643 +278984972 . 


124163 -329 3*17 10060 268 


- 198111 121968 


22,188934920 

-11986960 

22900900900 

14988978900 
, 7914622900 

22900,000900 


+81624,784 
. +1175933. 


+83860*848 

•44690*645 

+90900900 


Mitt Andes (IQ 


1247.16 -414 7.55 22.10 595 2193 250291 119262 

122*85 -4*0 124 149 119 1*84 221790 T1S68 

125721 -259 2368 0842 197 4874 183977 1227.46 


-Copyright. FTBE toMnwamai Umted 1909-. M rtghte leane d . Figures to 
number of oomewtea. Ml US Dotera. Base vetoes: 1000X10 SV12*L t Pa 


UK INTEREST RATES 


LONDON MONEY RATES 

Oct 31 Over- 7 days One Three Sfe One 

night notice month months montha year 

Marts* Starting 8% • 8% 7% - 7 7% - 7% 7fl - 7% 7JJ - 7& 7& - 7& 
Starting COs - - 7% - 7& 7* - 7* ?H - 7& 7H - 7fl 

Traanoy BKs • - - 7^ - 6{i 7% - 7 

Bonk BBS - - 7 - 6» 7% - 7i 7* - 7£ 

Lncte authority daps. 8% - 6% 7-8% 7,^-7 7 A - 7% 7& - 7* 7B - 7,*« 

Otecoart Markat daps 7-8% 7-8% - 

UK bearing bank base lending rata 7 per cent korn Aug 7, 1097 

Up to 1 1-3 3-6 6-9 3-12 

mardh month months mo ntha months 

Certs of Tax dap. £100900) 2% 5% 5 5 4% 

Cota otltec dap. inder 210*000 to 2%pe. Dapoote wHatoMi tareatei l%p& 
AmnndaristeelteaeeunionOaSi. 10BSDpc. ECQD ftwd rata 8fe Export Hrenoa, Mata 
op day Od 31. 1987. Agreed rate tar period Nov 21 1997 » Dae 23. 1BB7. Sdwna U&S^te. 
Ftotaranoe nee far period Oa 1. 1097 to Oel 31, 1997. Schanwa NS V7644PC. Ftosnea 
House Bm Ada 7ijpq him Oct 1. 1997 

BANK OF ENGLAND TREASURY BILL TENDER 

Octal Oct 84 Oct 31 Oct 24 

on rite El 00m ElOOn Top accepts) rata 69380% 66500% 

Total at appictaona E586m E562m Am. Ms of dkcoua 18999% 09515% 

Tow atecatad ElOOn ElOOm Aeanga yW 76200% 7.0741% 

Wn. accepted Bid £33270 £88665 Otter at mttoidv ElOOn ElOOn 

AUnentte mlL lent 17% .24% Ha accept Ud 28 ttqa 


Belgian Franc 
Danish Krone 
German Marie 
Dutch Gaidar 
Ranch Franc 
POrtuguaw Esc. 
Spartan Facets 
Starting 
Sates Franc 
Camden Dotiar 
US Dote 
nation Lira 
Japanese Yen 
Asian SSJng 
Short term rates a 


3S-3fi 3B-3H 
3,*a-3% ®-3B 
4B-3U 3ii - 3% 
3,1-3% l 7 . -3U 
1A-1 3B-3/, 

5A-5% 5H-5U 
0*-B* SA-5A 
7A-7A 7A-7A 

2 %- 1 % iS-lB 

3»-3U 4%- 3% 
5%-5% 5B-5% 
8 % -#2 

%-U %-ti 
3% - 3% 5-4% 

re eafl ter the US Defer 


l 7 . - 11 
3% - 31! 
SA-5JI 
5%-jyt 
7A-7 
iB-ia 

sa-s » 

s% -5A 
%-il 

5-4% 
and Yen. at 


3U-3K 

4- 3% 
3JJ-34, 
»-3l2 
3C - 3tt 

ffi-sA 

5ia-5A 

7il-7i 

2 A-Ui 

4%-® 

5B-5B 

6U-BA 

%-B 

5- 4% 


* it - 3H 
4A-*1 
3B-312 
3% -39 
3B-3ft 
5i-5i 

7% -7% 

8H-2A 

- 4|i 
S4.-5B 
6£-6£ 
II -A 

5-4% 

«• notfca. 


4i-4 

t4-<i 
SA-5A 
4iI-4% 
7 A - 7& 
2H-2 A 
4%-4% 
5B-5H 

%•% 

5 - 4% 


■ THREE MONTH KWWDOLLJUt (1MM) Sim points of 100% 
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Request for Expression of interest 


for Design-Build Contracts 


The Kowloon-Canton Railway Corporation (KCRC) invtes expressions of interestfrom pre-quafifymg contractors Me following 
design-build packages for Phase 1 of West Rail, a 30^km, double-tracked, electrified railway system providing passenger 
services to Hong Kong's Northwest New Territories with a maintenance depot and 9 stations. 

DESIGN-BUILD CONTRACT DR-320 
Kwai Tsing Tanoels 

This contract encompasses the design and construction of the tunnels (approximately 3,600m in length) from Ching 
Cheung Road in the south to Wing Shun Street in the north. The railway will proceed northwards from Ching Cheung 
Road through rock tunnels (approximately 1,700m) then transition to a cut-and-cover tunnel (approximately 680m) to 
pass below Kwai Chung Road and follow Kwai Fuk Road to Hing Fong Road. From there the alignment reverts to rock 
tunnels (approximately 1,100m) and finally to a cut-and-cover tunnel (approximately 120m). The work Is planned to 
commence tn late 1 998 with construction to be completed by early 2002. 

DESIGN-BUILD CONTRACT DB-350 
Tal Lam Tunnel 

This contract encompasses the design and construction of the tunnel (approximately 5,500m in length) beneath 
the Tal Lam Country Parle The railway will proceed from south of Castle Peak Road in Tsuen Wan to the northern portal 
in the Kam Tin Valley. The contract will include the development of the tunnel's southern and northern portals and a 
short section of line on an embankment to an Interface with the West Rail Depot The work is planned to commence in 
late 1998 with construction to be completed by late 2002. 

Detailed descriptions of the scope of work activities and programme requirements 'will be included in the 
Qualification Questionnaire. 


UK GILTS PRICES 


m% Ante 
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Requests for a Qualification Questionnaire should be made in English on company letterhead by facsimile to the 
KowtooD-Canton Railway Corporation, Attention: Procurement Manager at (B52) 2681-2671. Requests for Qnalificatiofl 
Documents received by the Corporation after 29 November 1997 may be too late for consideration. 

KCRC will, at its sole discretion, evaluate responses to the Qualification Questionnaire. The tender documents will require 
parent company guarantees in respect of each entity. Tenderers will be required to provide a tender bond 
the value of which will be determined at a later date. 

No communications In response to this advertisement will be accepted by KCRC except by facsimile at the above 
noted facsimile number. 

This procurement activity is covered by the World Trade Organisation's Government Procurement Agreement. 


Interested Urn are advised that the construction of Phase I of West Rail win be subject 
to the approval of the Hong Kong Special Administrative Region Government around 
September 1998. 

Additional information is also available on the Internet at the following address: 
http://wmkcrc.com 
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Feefing the heat? Bonfire Night in Britain on Wednesday remembers MPa' escape from the flames whan the Gunpowder plot faBed 


Crete meeting 

The Greek and Turkish prime 
ministers. Costas Simitis and Mesut 
Yilmaz, meet For the first time on the 
margins of a two-day Balkan leaders' 
summit on the island of Crete. The 
meeting comes amid rising tension 
over military incidents during Greek. 
Cypriot and Turkish exercises in the 
Aegean. Greece is hosting the summit 
to promote better relations with its 
neighbours most of whom want the 
region to be known as south-east 
Europe rather than the Balkans. Heads 
of state and government from Albania. 
Bulgaria. Macedonia. Romania, Serbia 
and Turkey will attend. 

London in Frankfurt 

The London International Financial 
Futures and Options Exchange hosts a 
conference in Frankfurt. Bank of 
England governor Eddie George will be 
among the speakers discussing the City 
of London’s position as a leading 
financial centre and its preparations 
for the advent of the European single 
currency. 

Culture awards 

On Culture 
Day, a public 
holiday in 
Japan, the 
Emperor 
awards the 
Order of 
Culture to five 
people who 
have made 
outstanding contributions to the 
cultural life of the nation. This year's 
recipients include a master of the tea 
ceremony, professors of economics, 
physics and organic chemistry, and a 
maker of traditional Japanese 
lacquerware. 

Cyber-conference 

Some 70.000 delegates are expected to 
attend what has been billed as the 
world's first environmental 
cyber-conference, at website 
www.environment97.oig. On-line 
speakers will include Sir John 
Houghton, head of scientific 
assessment for the inter-governmental 
panel on climate change. 

FT Surveys 

Bermuda. 

Holidays 

Aostalia. Belgium. Bolivia, Colombia, 
Ecuador. Japan. New Zealand. Panama. 


TUESDAY 


Jordan votes 

Parliamentary elections take place In 
Jordan but the outcome is already 
decided following the decision by the 
Islamic Action Front parties to boycott 
the elections. The boycott is seen as a 
blow to King Hussein's attempts to 


introduce more democracy and 
integrate the Islamist parties into the 
political system. The opposition had 
wanted a cha nge in the election. Law to 
make them more representative. 

Spotlight on unions 

The Geneva-based International 
Labour Organisation publishes its 
annual World Labour Report, which 
this year documents the decline of 
trade union membership around the 
world and looks at the role of trade 
unions in the globalised economy. 

Suicide choice 

In elections in the US. voters in New 
Jersey and Virginia choose state 
governors while hundreds of cities 
elect mayors. In New York City, 
incumbent Republican Rudolph 
Giuliani is expected to win easily. 
Attention is also focused on Oregon 
where voters are being asked if they 
wish to reverse a previous decision 
allowing assisted suicide in the state. 

Day at the races 

Melbourne comes to a halt for the 
running of Australia's biggest horse 
race, the Melbourne Cup. 

Holidays 

Andorra, Australia. Dominica, Panama, 
Tonga, United States. Vatican City. 


WEDNESDAY 


Security conscious 

Taiwan hosts the annual conference of 
the International Organisation of 
Securities Commissions. Discussions 


will focus on the development and 
integration of Asian financial markets, 
the impact of foreign investment in 
emerging markets. Taiwan's Securities 
and Futures Commission will also sign 
co-operation agreements with several 
foreign counterparts. 

Jobs talks 

European Union finance ministers 
meet in Brussels with employment - 
and the jobs summit planned for later 
in the month - high on the a genda. 
Employment ministers will have their 
say on the Issue on Thursday. 

Overseas aid 

The biggest 
shake-up in 
British aid 
policy for 20 
years will be 
set out in the 
government's 

white paper on 

international 
development, 
product of the new Department for 
International Development (DFID) 
under Clare Short. For the first time 
since the mid-1970s, the portfolio is a 
cabinet post. The paper is expected to 
call for an end to links between aid and 
UK commercial and strategic interests. 
It is also expected to reflect Ms Short's 
determination to channel assistance, 
worth some £2 bn a year, mare directly 
towards the world's poor. But will this 
mean aid will no longer be used as a 
lever to encourage recipients to make 
political and economic reform? 

Fireworks In the House 

On Bonfire Night - the anniversary of 
the Eailed 1605 'Gunpowder Plot' to 


blow up the Houses of Parliament - 
Labour MP Brian Iddon will bring 
gunpowder back into the House for a 
demonstration of "explosive «*Kamieai 
energy in action” far fellow MPs. 

Dr Iddon was reader in chemistry at 
Salford university before being elected 
to parliament. 

Tiger bums bright 

Young US golfing star Tiger Woods 
arrives in golf-crazy Japan on a 
five-day visit Fans are expected to turn 
out in droves to see him in action. 

FT Surveys 

ET-IT, Business Locations in Europe. 

Holidays 

Dominica. 


THURSDAY 6 


Scottish poll 

Polling takes place in a UK by-election 
in Paisley South. The contest was 
caused by the suicide in July of Gordon 
McMaster, the Labour MP who left a 
note accusing party colleagues of 
spreading malicious gossip about him. 
Mr McMaster had a majority of 12,750 
and Douglas Alexander, the Labour 
candidate, is expected to hold the seat 
comfortably. Labour has fought a 
low-key campaign and sidestepped 
accusations of malpractice In the local 
party and council, saying the matters 
are still under investigation by its 
national executive. The principal 
c h a l lenger to Mr Alexander is fen 
Blackford, the SNP candidate whose 
party was runner-up in the general 
election. 


Rates decision 

The of England’s monetary policy 
committee ends its monthly two-day 
meeting and is expected to announce 
that UK interest rates will remain 
unchanged. Hie committee is likely to 
conclude that raising rates would risk 
denting confidence further after recent 
stock market turbulence. 

Kohl meets Aznar 

Helmut Kohl, the German chancellor, 
meets in Bonn with JosS Marta Aznar, 
the Spanish prime minister, for an 
informal evening of talks. The meeting 
is described by German officials as one 
of a regular series with EU government 
leaders. But decisions on membership 
of the planned European single 
currency are looming. 

Holidays 

Israel, Liberia, Morocco, Tajikistan, 
United States. 


FRIDAY 


Amazon agreement 

Presidents Fernando Henrique Cardoso 
of Brazil and Ernesto Samper of 
Colombia meet in Cartagena, 

Colombia, to sign bilateral agreements. 
They win be discussing environmental 
protection and sustainable 
development policies for the Amazon 
basin, and will issue a joint declaration 
on the conservation of the Amazon. 
Drug trafficking is also on the agenda. 

Confronting racketeers 

Japan's Keidanren, or Federation of 
Economic Organisations, holds an 
emergency meeting - attended by 900 
of its member companies - to urge 
them to cut ties with “sokaiya" 
corporate extortionists. Revelations of 
pay-offc to sokaiya-linked firms have 
now spread from the financial sector to 
a wide swathe of Japan's 
manufacturers and blue chip 
companies. Mitsubishi Motors is one of 
the latest big nam es to admit making 
illegal payments in order to avoid 
disruption of its annual meetings or 
other threats. 

Cricket 

First test between Australia and New 
Zealand begins in Brisbane. 

Holidays 

Bangladesh, Malaysia, Belarus, Russia, 
Tunisia, Ukraine, Western Samoa. 


SATURDAY 8 


Margarita summit 

More t han 20 heads of state from Latin 
America, Spain and Portugal attend 
the seventh Ibero-American summit on 
Margarita island off Venezuela's 
Caribbean coast Beyond regional 
topics such as democracy, corruption, 
and drug-trafficking, Fidel Castro, the 
ageing Cuban leader, will draw the 
attention of summit observers. Last 
week Cuba’s foreign minister made a 


surprise visit to Caracas. Some say his 
mission was to win over summU host 
president Rafoel Caldera, as an ally in 
defence of likely pressure from Spain 
and other Latin neighbours fop Cuba to 
adopt reform towards democracy and a 
market economy. 

Prague protest 

Czech trade unions will demonstrate in 
Prague against the centre-right 
government’s economic policies. The 
Czech-Moravian Chamber of Trade 
Unions, which has i.7m members, 
opposes austerity measures introduced 
after the May currency crisis, in 
particular the public-sector wage 
freeze. 

Emissions mission 

With less than 
a month to go 
before the 
Kyoto 

conference on 
global 
wanning, 
representatives 
from about 20 
countries 
gather in Tokyo for an informal 
minis terial-level meeting to finalise 
preparations for the conference. There 
are still differences in the proposals for 
reducing emission levels put forward 
by the industrialised nations. Japan is 
likely to push the US and EU to move 
further towards a compromise position 
this weekend. 

Ocean going 

The Whitbread Round the World yacht 
race fleet sets off from Cape Town on 
the second leg of the global 
circumnavigation. The fleet is expected 
to arrive in Fremantle, Western 
Australia, on November 24 alter a 
voyage of 4,600 nautical miles. 

Good breeding 

Horse racing’s richest meeting, the 
Breeders' Cop series of races at 
Hollywood Park, California, has 
attracted entries from around the 
world. 

Holidays 

Nepal, Ukraine. 


SUNDAY 9 


Heavy industry 

Members of the Confederation of 
British Industry gather at the start of 
its national conference in Bir mingham, 
continuing until November 1L 
Delegates to the three-day conference 
will hear speeches from Tony Blair, the 
prime minister, and Gordon Brown, the 
chancellor, as well as other cabinet 
ministers and William Hague, the 
Conservative party leader. 

Holidays - 

Pakistan, Ukraine 


Compiled by Roger Beale. 
Fax: (+44) (0)171 873 3196. 





ECONOMIC DIARY 


Other economic news 

Monday: Personal income 
growth in the US is thought 
to have slowed slightly 
between August and Septem- 
ber. as is consumption 
growth. The UK purchasing 
managers index may show 
weak exports taking more of 
a toll on manufacturing. 

Tuesday: Consumer credit 
growth in the UK is forecast 
to have declined In Septem- 
ber. maintaining the volatile 
downward trend of recent 
months. Japanese new car 
registrations look set to have 
recorded another sharp year- 
on-year fall last month. 

Wednesday: US factory 
orders are thought to have 
stagnated in September, 
reflecting subsiding demand 
for durable goods. German 
industrial production is 
expected to show a rebound 
for September, following 
August's sharp drop. 

Thursday: Unemployment 
is forecast to have risen in 
eastern and western Ger- 
many in October, as labour 
market schemes do less lo 
depress the figures. 

Friday: US non-ferm pay- 
rolls are expected to show an 
increase for October in line 
with September's 215.000 
rise, while the unemploy- 
ment rate may drop slightly. 
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ACROSS 

1 Mail-boat making a lot of 
money (6) 

4 Caution had Simon upset 
<S) 

9 Limpet's last view of sea- 
weed? {6) 

10 Stimulant drug reduced in 
punch L81 

12 Animation in the land (4) 

13 Relief-work amounted to 
nothing (5) 

14 Intermediate standard (4) 

17 Long face feeing execution, 

as in dramatic film epi- 
sode? (5-7) 

20 Novel garment knitted for 
executive (12) 

23 A journey abroad (4) 

24 Coward's happy family? (5) 

25 Barge and glower endlessly 
(41 

28 Like a man speaking dou- 
ble Dutch, say? (8) 

29 Look to line-out in All- 
Black ground (6) 

30 Needs are different in night 
air(8j 

31 Ove r cr o wded area of Has- 
tings, say? (6) 


DOWN 

1 Tolerance of Bunthorne's 
bride otherwise (8) 

2 Pot or tin basin broken (8) 

3 These fish drop off end- 
lessly when upside down 
(4) 

5 Double vision? (12) 

fi University in which none 
are gated (4) 

7 Moves ahead slowly 
playing game (having lost 
last of pawns) (6) 

8 Recoiling from ship leaving 
battle area (6) 

11 Square and road up - dan- 
ger when moving (6-6) 

15 Stern, wearing spectacles 
in operation (5) 

1G Girl receives kiss - appro- 
priate without permission? 
(51 

18 Nut left inside something 
prickly (8) 

19 Order of owls with soft 
feathers has to reduce 
speed (4.4) 

21 Teachers of poor sportsmen 
who have no time? (6) 

22 Harry, dweller on river- 
bank (61 

28 Bad sign, ladies losing 

head! (4) 

27 Mail goes astray In the cap- 
ital (4) 



WINNERS 9,510: A.C. Chitnls, Southampton; KP. Henry. 
London W2; Mrs W.S. Reynolds, Edinburgh; LJL $hah- 
rokh, Handsworth Wood. Birmingham. 


MONDAY PRIZE CROSSWORD 

No.9,522 Set by DINTMPCJTZ 

Six bottles of Davys Celebration Champagne for the first correct solu- 
tion opened and three runner-up prizes of £40 Davys food and wine 
vouchers redee m able In person or by post These prizes are available 
only to winners living in England, Scotland and Wales. Winners with 
overseas addresses will receive a set of stiver-plated place name bases 
and cards. Solutions by Thursday November 13. marked Monday Cross- 
word 9,522 cm the envelope, to the Financial Times. 1 Southwark Bridge. 
London SE1 9HL. Solution cm Monday November 17. Please allow 2 B 
days for delivery of prizes. 

Name — - 
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FINE WKJVE8 AND EATWG 


MORSE 


Open 

Your mainframe has gone to meet its 
maker. Now you have open systems; 
cSent/server architecture, distributed 
processing - call it what you wBL 

It works. But now there are 300 
budding IT Directors on the network 
doing their own thing. And it's yotr job 
to manage it 

View 

Hewlett-Packard's Open View is a suite 
of tools that works as your eyes and 
ears on the network. Open View can 
also distribute software, reduce 
system bottlenecks and fix faults. 
What's mare, it looks after multiple 
platforms, including UNIX and NT. 

Prevent your ‘Open' dream becoming 
you- worst nightmare. CaB to arrange a 
visit to our Enterprise Compufrig 
Centre to see 0 pan View in action. 



MorseData 


0800 22 88 88 
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INSURANCE • by Christopher Adams 


Deals being made in 


to di 


Companies are 
using strong 
balance sheets to 
make big 
acquisitions 

Do not be fooled by the lazy 
heat of Be rmudian sunshine. 
Behin d the relaxed facade of 
Front Street, where tourists 
pick their way among the 
gift shops, some of the 
world's youngest but biggest 
Insurance companies are 
rushing to diversify. 

Frenetic deal-making has 
broken out on the island. 
Companies that set up bum- 
ness five years ago to meet 
demand for property and 
catastrophe reinsurance in 
the wake of Hurricane 
Andrew are using strong bal- 
ance sheets to make big 
acquisitions. 

Behind the restructuring 
is a realisation that growth 
can only be sustained with a 
wider book of business and a 
broad geographical spread. 
Cost efficiency and the fiscal 
advantages a Bermuda base 
will not be enough. More- 
over. Competition in reinsur- 
ance has increased. Buoyant 
equity markets and an 
absence of serious hurri- 
canes mean conventional 
insurers have less need to 
protect against big losses. 
Some investors say Bermu- 
dian reinsurers are overcapi- 
talised. 

"Property catastrophe can 
be very profitable, but it is 
also very volatile, 1 " says' Rob- 
ert Cooney, chief operating 
officer of XL Insurance. 
“Wall Street penalises stock 
prices because of this. If 
you’re in the sector, you 
might conclude it is attrac- 
tive to be part of a bigger, 
better diversified company.” 

Including the Island's 
insurance cnrnpanimi, many 
of which started in the mid- 
1980s by specialising in 
North American liability 
insurance, the sector’s capi- . 
tal base has swelled _ to . 
$37bn. Bermuda is also home 
to a large number of “cap- 
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tive” insurers set up by mul- 
tinationals to serve individ- 
ual needs. 

The island attracts insur- 
ance companies because 
they do.not have to pay cor- 
poration tax, which means 
they can use the extra prof- 
its to build reserves against 
future claims. An accommo- 
dating regulatory environ- 
ment has encouraged the 
growth in captives. 

However, several compa- 
nies now want partners who 
ran give them a presence in 
overseas markets and access 
to new areas of business. 

Partner Re, a catastrophe 
reinsurer which bad resisted 
pressure to broaden its busi- 
ness, acquired French rein- 
surer Soci€t£ Anonyme 
Franpaise de Reassurances 
far Ffr5.4bn this year from 
Assurances G£n6rales de 
France. In doing so,, it 
enlisted the help of Swiss Re, 
which has taken a 22.6 per 
cent stake in the group. 

Hie acquisition gave Part- 
ner Re a presence Jq credit 
and guarantee reinsurance, 
as well as a stake in the 
motor and life markets. 

Mid Ocean, another rein- 
surer, set up a London 
branch to write marine, 
ener gy and aviation- business 
In 1994. Earlier this year it 
took aver the rest of Brock- 
bank, the diversified Lloyd’s 




insurance group, which 
owns Admir al, the UK tele- 
sales insurer. 

“It’s far more difficult to 
rely on one if*** of hngjnpw 
You leave yourself exposed 
to the vagaries of the mar- 
ket,” says ' Michael Butt, 
chief, executive of Mid- 
Ocean. - “We realised since 
the beginning that only cer- 
tain types of business would 
flow to Bermuda.” Mr Butt 
wares against expanding for 
the sake of size and does not 
believe the reinsurance sec- 
tor is overcapitalised. The 
ratio of premiums underwrit- 
ten to equity has always 
been low by global stan- 
dards, because of the size of 
individual risks, he says. 

The acquisition of Tem- 
pest Re last year ' by Ace. a 
diversified insurance com- 
pany, was the first hostile 
takeover battle in Bermuda 
and has raised expectations 
that mare deals could follow. 
Ace had to raise its original 
offer after IPG Holdings, a 
rival reinsurer, launched its 
own uninvited bid. 

Renaissance Re is one of 
several reinsurers not to 
have aligned itself with 
another company. It says it 
has had approaches, but is 
“happy to be independent”. 
Furthermore*, it. wants to 
concentrate on its core catas- 
trophe business and has set 
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A protracted row over ah to 
insolvent Bennnda^based ;-:J. 

-insurance company could. y. : 
have, serious implications 
fur the may insurure are 
-allowed tior restracture 
themselves to the face of-; -- 
■ maasive environ mental " 
claims. ■ \ 

■. The dispute, which has" 
rumbled through the tow . • . 
courts for two yeais; . . 

- embarrassing tiie - 
Bermudian auth orities, 
centres oh. a m utua ) 
liability insurer call^ ; 
Enrfiro set up by General V 
Electric of the US. / 

. Emlfaowas transferred,, 
from Massachuseitsto . 
Bermuda to July lflSSuF&nr ■ 
months later* after an 
actaariaLreview, reserves i r . 
for asbestos and . ' 

environmental liabilities ' - 
wcaorGdsed,pashingit . 
from a $2S0m surplus £aa 
S500m loss;. Its dfrectors 
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.'. But fefcreliiKurere Who . 

portfam of the 

- am K m H 6o acted 
-/franduihTOay, tibnOMfllng 
; kiibwIedga of fttlotees . . 
before moving to Bermuda. 
BmRco Z^puaxhatted cover 
from ab^^oOretasum^* ~ 
jndmtiiig.tB^ase4 General; 
Re, Gemflhy^^tenndve^ * 
Re. UoydT? of London - • 
.underwrJfera.KmnperR^ . • 

■ National f ndethni^hn d. 

, UtommMlhijsp-' . :> ? 

.. .They m^ni^flmttoiaer- ' • 
Bernmdlau laW K a ; • : 
Hquidaiarcaurecoyer more 
money from reinsurers 4 
mcireqtrfcklytlummotlier' -= 
cotmfries. T|ie liquidators, . 
"(fa^iers^rLsfead.-s^ 
thisishot correctjaud deny 
the rek^sm-ers’eharges. 1 
. Kynm AstwOod^Regiatrar 
erf Companies hvBcaahuda. 


says coraptatots by Kemper . 
Se challenging the . , v ’ 

relocation' of Emhcohaye V; 
beendismissedby courts in 
Bermuda and" ; ' 

Massachusetts. He - 
n uduteh ri tta tlfaB island's’’" 
loose rij g tjatoty , ’ -■*- . " . . 

■ BWmMte dfc eOective. 

•. ■ ; .The: court In : 
Massariiusetts ruled that V 
tbe xeihsuMas were not 
policyhdldera'of JBmlfocr and . 
fellont^de Its jwotectinn,,-; 

- -hesays^V rT 

bsstihiat Beomuflfm 

“comprehensive” and^^/.^ 
siraflartothosein / _• l- : 

Massaduiseti& r . .. - 

^ATotcrf ttese,- 
. accusatiads in fliyriew axe 
qni»^kHtalde, M EayB Nbfr.i.r . 

AstwobcL ‘Ttisupte tbe r -V / 

coarts tc^decide. Bermuda 
. is wfeagnelified to rim off / 
injrarauce compauie®-” . - 
But with iSt ii r^nsnTance 


up a cxraipany called Glencoe 
to underwrite homeowner 
covo: to California. 

• By diverszfyiDK within 

' catastrophe reinsurance, but 
writing varied business 
which generates losses at 
different txmes^ it says it can 
spread risk just as effec- 
tively. Tnik if* other Bennudian 
companies, it has sought to 
jeturn cash . to - shareholders 
through share buy-backs or 
increased dividends. 

Brian Dupexteault, chief 
executive of Ads, says there 
are other areas 1 the industzy 
has yet to sxpjmt. T A trend 
RTti/iTig mnummciftl buyers to 
seek financial reinsurance 
which "smooths? the effects 
of ftitxtre losses 1 an 
sheets' could present oppor- 
tunities, he says. 

There has also been a 
move towards “securitisa- 
tion” or developing financial 
products that meet Insurers’ 
need to. protect against big 
losses bnt which can be 
translated into; tradeable 
instruments to sell to inves- 
tors. The Bermuda Commod- 
ities Exchange is launching 
a catastrophe options con- 
tract anahitng companies to 
place risk with capital mar- 
kets investors. 

In the captive insurance 
sector, meanwhile - where 
dedicated insurance compa- 
nies are set up by multina- 
tionals to serve their needs 
more cheaply - the threat 
from other global centres is 
increasing. New York is con- 
sidering legislation on cap- 
tives that may reduce the 
flight of capital affthore. In 
addition to the Cayman 
Islands, the US state of Ver- 
mont has emerged as a seri- 
ous competitor, as have Dub- 
lin and the nhannal Islands. 

The soft insurance market 
ntpflns there is less advan- 
tage to be gained to estab- 
lishing a captive. Instead, 
the chase is on to identify 
untapped groups such as 
hospitals seeking protection 
from medical malpractice 
lawsuits or company direc- 
tors wanting coverage for 
professional liability. 
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co k gia ni es tekfag fhetr - - 
: fight to bigher courts, the 
V fiqifidatWS ha vebeexr V ,rf ; 
.-'n^otiafcng asetttement. 

Sevecal remsurers have 
iaigreeA to nMetajportioaof^ 
Ihtif ltebflities. ' 

ttidse ere Generai Re and ; 

: Hannw«Be.'R is tboagfat " 
Naticmalbodeinztitymay . ; 
Join Lloyd?s; the rest ' 

» irf th» T ^ p ft T rima inwBy . 

■ ^ maiket,- and JEenqier Re ' 
have yet to settle. { ' J : 
..Qrarit Gibbons, • . 
Bermuda’s finance 
* nurds ta^, refuses to'be v 

drewn tote theiargmncant. . 
"NOnmtterwhatsystean 
youlraveiherewillalways -. 
be bccastona wheH things . 
^tiiidnotguaswdlas they 
: mS^thave. hi t his cane* 
-the ixiiiite will decide. ” • 





Hurricane Fab: the physical damage H wreaked on Bermuda In 1995 wee estimated to have cost about Silm 
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Bermuda’s Biological Research Station 


Sounding out the weather 


The station is 
working with the 
insurance sector 
to try to predict 
hurricanes 

Lying beneath the dear, 
blue waters off the coast of 
Bermuda is an array of 
sonar listening devices that 
stretches for many miles to 
every direction. 

‘There are little 
microphones all over the 
place down there,” says 
Rick Murnane, manager of 
the science program at 
Bermuda’s Biological 
Research Station. “The US 
Navy used them to listen to 
submarines, but you can 
also track whales with 
them.” 

Mr Murnane explains 
that radio waves, which are 
electromagnetic, do not 
travel as well through the 
ocean as sound because 
water conducts electricity. 
So there would be little 
point, for example, in 
attaching a radio 
transmitter to a whale. 

From its vantage point to 
the nad-Atlantic, 

Bermuda’s biological 


station is well placed to 
study the sea. 

Visiting scientists have 
used it for nearly a century 
and migr a tory whales 
comprise a small part of its 
activities. Many of the 
scientists are monitoring 
the effects of global 
warmtogon the chemical 
composition of the sea. 

The station has also 
started to work with the 
insurance industry to try to 
predict hurricanes more 
effectively. Using powerful 
computers and highly 
detailed satellite 
photographs, the station 
could chart its own 
destruction were a 
hurricane to speed towards 
Bermuda. 

A whiteboard on the 
second floor of a cramped 
office block to the station 
shows that the strongest 
Atlantic storm this year 
was Hurri c a ne Erika. 
Packing winds of more than 
1 OOmph, it missed Bermuda 
by Just a few hundred miles 
and swirled harmlessly out 
at sea. 

Not all hurricanes are so 
oblj&mg, however. When 
Hurricane Andrew hit 
Miami five years ago. it 


caused more than $15bn of 
damage and shook the 
confidence of insurance 
companies in their own 
ability to predict losses 
accurately. 

In 1995, an unusually 
active season of hurricanes 
killed some 121 people and 
caused S7.7bn of damage in 
the U& 

“Insurers lost a lot more 
money than they thought 
they would lose,” says Mr 
Murnane. “A lot of them 
realised that they didn’t 
know what they were doing 
and decided to invest in 
hurricane research.” 

Eleven insurance 
companies, several of them 
based in Bermuda, are 
spending some Sl.lm a year 
to understand how 
hurricanes form and the 
probability of them striking 

laud. 

To date, their own efforts 
at predicting losses have 
focused cm the effects of the 
storms and their historical 
occurrence. 

“The problem with that is 
you only have a record that 
is 100 years long. So you 
can’t tell moeb about the 
frequency of really severe 
hurricanes and the effects 


that they have,” says Mr 
Murnane. 

The biological station has 
enlisted the help of William 
Gray, a professor at the 
University of Colorado. His 
is a more sophisticated 
science, using constantly 
updated information ou 
rainfall in west Africa, sea 
surface temperatures across 
the Caribbean, and the 
behaviour of winds in the 
upper atmosphere. 

So far, the project has 
raised more questions than 
answers. An unusual 
warming erf the Pacific 
Ocean waters off South 
America called “El Nino" 
has this year played havoc 
with Professor Gray’s 
hurricane forecasts and he 
has been forced to revise 
them. 

Luckily for the insurance 
companies that follow his 
predictions, this has been 
good news. 

There have been three 
Atlantic hurricanes so far 
this year — fewer than 
normal - and the season is 
almost over. 

Christopher 
~ Adams 
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An ambitious experiment 
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Can a small island with 
little direct experience to 
the capital markets hope to 
succeed where Chicago has 
largely tailed? 

That is the question that 
hangs over Bermuda’s new 
commodities exchange, 
whose computerised 
trading system win be 
turned on officially on 
November 12. The 
exchange's first contract: a 
catastrophe insurance 
product, aimed at the same 
customers that the Chicago 
Board of Trade has tried, 
with little success, to 
attract 

This is an important 
experiment for Bermuda. 

! As the world's insurance 
and capital mar kets become 
more intertwined, an 
' insurance centre lacking 
! gldljfe in securities and 
derivatives trading may see 
its Influence wane. 

Tbe Bermuda 

Commodities Exchange will 
begin by trading options . 
based on losses from 

hurricanes, tornadoes and 

other fBmaHe events to five 
different US regions and 
nationally. The co ntract s 
cover losses either from a - 
stogie event, asecond went 


or to. aggregate. . 

Chicago’s a tt empt to 
build a market tor similar 

insurance options has 
hardly been a roaring 
success. Xn.the two years ~ 
since it began trading 
catastrophe options, the 
CBOTs products have 

resulted in only about SSOm ' 
of risk transfer, a drop to 
the ocean given the scale of 
the potential losses from 
such natural disasters. * 

Abo, Bermuda’s 
exchange is launching itself 
into a global insurance 
market awash with capital 

- hardly the best time to 
try to develop new products 
such, as these. 

Thomas Hebe, president ' 
of the new exchange, claims 

thereto still plenty of room 
tor the ftedgjtag market to 
establish itself. Though . 
capital has flooded, bade 
' into the. catastrophe 
business, there is a 
shortage of capacity to back 
certain risks. 

Insurers - and reinsurers 

- are irtffl waxy of being 
Overexposed to the losses 
that a large hurricane 
smashing into New York 
could cause, says Mr Hebn. 
He estimates {hat $500m of 


catastrophe exposure could 
be waiting to ft h awg a lwrwlis. 

Bermuda also hopes to 
learn a lesson from tbe 
CBOTs experience- Its 
contracts win be fully 
collateralised, rather than 
requiring only a trading 
margin , a move that 
reflects concerns about 
whether traders will be 
around to pay out their 
losses when,' disaster 
strikes. - 

And its options are based 
on a tor more detailed 
index of actual insurance . 
InSEfiff, pn twittall y making 

flwni more effective as a 
hedge. - 

While Bermuda is rife 
with tbe insurers and 
reinsurers who might seem 
natural OTStomere for such 
an exchange, however, it 
lacks the base of active . 
traders and risk-takers who 
ofi the wheels of Chicago's 
markets. Does this mean its 
exchange will be stillborn? 

According to Mr Heise, it 
is better to have specialist 
insurance companies such 
as Mid Ocean and Partner ■ 
Re as exchange members . 
than pure trading firms. 

It’s not as big a leap far a 
reinsurer to become a 


trader as it is for a trader 
to become a reinsurer 

Also, Mr Heise says, the 
success of this market win 
not be to the volnme of 
trading to generates, bnt in 
the amount of risk transfer 
that )t supports. After 
tackling the climatic 
problems of the US’s Golf 
and east coasts, the next 
step will be to develop 
products for catastrophes 
such as a Japanese 
hurricane, he says. 

For their part, some 
r ei ns ur ers seem cautiously 
interested but are hardly 
tailing over each other to 
trade on this new market 
Michael Butt, chief 
executive of Mid Ocean, 
agrees that there is a need 
for catastrophe contracts 
like these, tod says his 
company has Joined the 
market mainly to “establish 
a watching brief. David 
Brown, chairman of Center 
Re, which Is not a member, 
says the market may 
simply be too small to 
generate the trading 
volume and volatility that a 
public market needs. 

Richard Waters 


At Bank of Butterfield we 
take the time to understand 
our clients goals and 
objectives and focus on 
how to best achieve them. 
We watch the markets and 
analyze the trends, offering 
our clients the very best 
innovative solutions and 
advice. Our commitment 
is total, our focus absolute. 

To put our commitment and 
focus to work for your 
business please contact our 
Treasury Corporate desk on 
( 441 ) 295 - 1187 . 
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Guide for the visitor 


General 

information 

Tine: GMT -4 hrs (GMT -3 
hrs from April to October). 
Climate: Sab-tropical with 
temperatures usually 

ran ging between 16°C 
during winter 

(November-March) and 28°C 
during summer 
(April -October). No marked 
rainy season. Occasional 
hurricane-force winds in 
September. 

Clothing: There is no 
occasion on the island when 
shorts cannot be worn. For 
the office, tailored shorts of 
one colour should be worn 
with long socks to the knees 
with at least an inch to turn 


Entry 

requirements 

Passport: Required by all 
except US and Canadian 
nationals holding proof of 
identification. Return/ 
onward ticket required by 
all travellers. 

Visa: Required by nationals 
of east European countries, 
Cuba, Argentina, Iran, Iraq. 
Libya and certain others 
(unless per man ent residents 
of the US). Stays of more 


than three weeks are not 
automatically allowed 
without a permit - 
applications should be made 
at the airport 


Currency 


There is no restriction cm 
import of foreign exchange 
but export must not exceed 
that declared on entry. 
There Is no restriction on 
the import of local currency 
export is limited to BD2SD. 

Health 

precautions 

Mandatory: Yellow fever 
vaccination certificate is 
required if travelling from 
an infected area. 

Advisable: Hepatitis, 
typhoid, tetanus and poho . 
vaccinations. 

Getting there 

Air access 

Tax: Adult international 
departures BD20 (January 
1996). excluding transit 
passengers. 

International airport: 
Kindley Field (BDAX 19km 
from city of H amil ton Bar, 
restaurant, bank, shops, 
hotel reservations. 

Surface access 


Main ports: Hamilton, St 
George's. Weekly cruises ■ 
link Bermuda with New 
York in summer months. 

Hotels 

Generally expensive and 
advisable to book well in 
advance. Six per cent 
government tax payable on 
check-out on room. rates. 
Tips about 10 per cant are 
expected except where 10-15 
per cent service charge 
added to bill The Visitors' . 
Service Bureau at Bermuda 
Civil Air Terminal (which is 
open 0930-0330) wifi provide 
information on 
accommodation to visitors 
who have not pre-booked. 
Credit cards: Accepted at 
most hotels, restaurants and 


Getting around 

Car hire: In order to ease 
traffic congestion, self-drive 
cars are not available and 
local licences are not issued 
for short stays. Numerous 
mopeds available for hire. 
City transport 
Taxis: 

Metered taxis are also 
available by the hour or by 
the day day - legal rates are 
applicable for those with 
blue pennants driven by 


qualified guides these 
are available on a time basis 
for sightseeing. A 10-15-per 
cent tip is usual. 

National transport 
Road: 

Bermuda has about 2SGkm 

of wen-surfaced roads. 
Traffic drives, on the left and 
the speed limit is 35kph- ; 
Twowheeled vehicles are 
favoured. 

Water: 

A number of harbour points 
axe served by ferries. 

Public holidays 

Fixed dates: 

l January (New Year's Day). 
2A May (Bermuda Day), il 
November (Remembrance 
Day), 25-28 December. 
Variable dates: 

Good Friday. Queen V 
Birthday (June), Cup Match 
and Somers' Day (Jtfiy/ • 
August), Labour Day (first 
Monday in September). 

Working hours 

Government and business: 
(Mon-Fri) 0900-1700. 

Banking: 

(Mon-Fri) 0830-1500 also ' 
1630-1730 Fri. 

Shops: 

(Mon-Sat) 0900-1700. 



Dressing down: there is no occa 

Communications 

Telephone: 

Dialling code for Bermuda: 
IDD access code + 1-441 
followed by subscriber’s 
(seven-digit) number. There 
axe no area codes. Direct 
diwfliwg to the UK. the US, 
West Undies, Europe and 
most other countries 
worldwide. Service is digital 
electronic and there are 
public phone kiosks 
throughout the island. 


on the tfand when shorts c an not be wore 


Postal service: Advisable to 
use airmail, which Is fast 

Banking 

Banking centre: Hamilton. 
Central bank: Bermuda 
Monetary Authority. 
Commercial banks (head 
offices): Bank of Bermuda, 
Bank of NT Butterfield Son, 
Bermuda Commercial Bank. 
Joint stock/venture banks: - 
Bermuda Commercial Bank. 
Bermuda Shields Trustee .- 


Co^ Chartered Trust Co, 
-European American Finance 
(Bermuda), Montreal Trust 
(Bermuda), Pierson, 

Heldring Pierson (Bermuda), 
Schraders (Bermuda), 
Schroder International Trust 
Co:_ , 

Useful addresses 

Bermuda Chamber of 
Commerce: 

PO Bax HM-655, Front 
Street, Hamilton HMGX (tel: 


295-4201) 

Bermuda Monetary 
Authority (central bank): 
PO Box HM 2447. 43 Church 
Street, Hamilton HM12 (tel: 
2955278). 

Ministry of Finance: 
Government Administration 
Bldg, 30 Parliament St, 
Hamilton HM 12 (tel: 
295-5151).. 


Source: WorkLaf Information 
April 1997 ; 
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Bermuda: on line 
for a new insurance 
market index. 
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' . I-:i St International and 


f&JS'l ..-Mv k, -• 

_:The Bermuda Stock 
gfeschange announce a 

_ V-r joint initiative to launch 

e' v Si ' sa new insurance market 
*. • mde x tor B erm uda . 


The ik'w B-jrmiiud insurance Index 
will track the performance of die leading 
publicly 'traded, international insurance 
companies based in Bermuda. 

All constituent companies have their 
management Based on the island and 
when launched, the index will facilitate 
n e r i o rrn a n ce comparisons between 
insurance companies operating in (his 
tax-efficient environment arid those 
based in -the USA and Europe. 


INTERNATIONAL ^ 

a herbert© ft se . com 




http :// w w w.bsx.co m 
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One of the houses sold by the Property Group. Prospective US 
buyers have flooded back to Bermuda after a two-year absence 


PROPERTY • by Christopher Adams 


Tycoons 
descend on 
the island 


Buyers with 
bulging pockets 
mean brisk 
business for the 
sector’s top end 

At the end of a narrow, 
twisting road running 
through Bermuda’s eastern 
parish of Tuckers Town is 
an imposing gate. 

Behind it lies several hun- 
dred million dollars of lav- 
ish real estate: the extrava- 
gant houses of politicians, 
pop stars and business 
tycoons who have chosen 
the world’s second most 
remote island as their sum- 
mer home. 

Barbara Trimmingfaam, 
managing partner of the 
Bermuda-based Property 
Group, says that turnover 
this summer has been brisk, 
with mock-Georgian and 
Devonshire style cottages 
changing hands for up to 
$12£m. 

Ms Trimm Ingham says 
that prospective US boyars 
have flooded back to Ber- 
muda after a two-year 
absence, their pockets now 
bulging with the proceeds of 
a sustained bull run in the 
international capital mar- 
kets. 

The fact that US citizens 
are taxed on their world- 
wide income means that, at 
a personal level at least, 
there have traditionally 
been very few financial 
advantages for Americans in 
choosing Bermuda as their 
base. 

This year, however, WaD 
Street traders and brokers 
have been moving in to Ber- 
muda properties next to 1cm- 1 
ger established residents 
such as Silvio Berlusconi, 
the former Italian prime 
minister, pop star David 
Bowie and Ross Perot, the 
US billionaire. 

Demand has been farther 
boasted by an end to politi- 
cal uncertainty on the 
island's status following a 
referendum on indepen- 
dence which took place two 
years ago. The referendum 
rejected breaking the colo- 
nial links with Britain. 

The effects of this mini- 
boom at the top end of the 
property market have 
spilled oyer into the rest of 
Bermuda's housing market 


cult for local residents. 
Native Bermudians, many of 
whom do not have lucrative 
jobs, are forced to wrestle 
with average bouse prices of 
3400,000. 

“The vast majority of 
property in Bermuda is like 
Manhattan with no Brook- 
lyn,” says Ms Trim- 
mingham. “There are no 
cheap suburbs.” 

As a result young couples 
can spend several years of 
early marriage living with 
their parents while hus- 
bands and wives often have 
to hold down three to four 
jobs between them. 

In an effort to ensure that 
most of the island's property 
is reserved for citizens of 
Bermuda rather than for 
expatriates or visitors, the 
government has imposed 
heavy fees on sales of prop- 
erty to foreign housebuyers 
and there are limits on own- 
ership. 

For example, foreigners 
can only purchase houses 
that have an annual rental 
value of at least $43£00. At 
any one time, there are 
about 40 properties for sale 
on the island. These range 
in price from 81.5m to $20m. 

In addition, a tax levied 
on sales to overseas buyers 
has been raised sharply in 
recent years - to 22 per cent 
for a house and 15 per cent 
for a condominium. 

Nevertheless, this does not 
appear to be deterring buy- 
ers and demand for property 
is so great that some simply 
want land on which to 
build. 

The biggest houses are to 
be found in Tuckers Town, 
but other exclusive neigh- 
bourhoods that are much in 
demand Include Point 
Shares & Fairylands, Har- 
bour Road and the South 
Shore. 

The redevelopment of a 
former naval air station, 
adjacent to the airport at 
the east end of the island, 
may help to relieve some of 
the press ore on space. 

As well as providing scope 
to develop commercial 
operations, this site will be 
reserved for residential com- 
munities, 

Marriott International, 
the US hotels and services 
group. Is also planning to 
proceed with a plan for two 
housing developments at 











